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HIs is the first of a series of reports, 
T oficially sponsored and published by 
the American Marketing Association, on 
principles of marketing research tech- 
niques. These reports are being devel- 
oped by a special committee of the 
association comprising the following 
members: Everett R. Smith, Chairman, 
Victor M. Pelz, Secretary, Wroe Alder- 
son, Albert Blankenship, Theodore H. 
Brown, Robert T. Browne, Franklin R. 
Cawl, Archibald M. Crossley, Cornelius 
DuBois, Raymond Franzen, George A. 
Gallup, Albert Haring, Lyman L. Hill, 
Howard T. Hovde, Lawrence Lockley, 
Vergil D. Reed, D. E. Robinson, Elmo 
Roper, Paul Stewart, Wilford L. White. 
The original committee was appointed 
by former president Howard Whipple 


Green, and reappointed by President 
Donald A. Hobart. 

The objectives of this general com- 
mittee (as outlined at the beginning of 
its studies by a sub-committee consisting 
of Messrs. Stewart, Robinson, and 
Roper) were as follows: 1. To work to- 
ward higher standards by stimulating 
individual practitioners of marketing re- 
search to improve constantly their 
techniques and methods, avoiding the 
“freezing” of practices at any point. 2. 
In order to promote and facilitate the 
above, to try to find ways by which 
news about practices and experiments 
are communicated promptly to all prac- 
titioners. 3. To encourage and assist 
teachers of marketing to employ con- 
tinually practical teaching materials 
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embracing improved research techniques 
and to assist in providing such materials 
in order that they may better adapt their 
courses to the actual practices of the bus- 
iness world. 4. To establish recognition 
that marketing research is a professional 
field and that in the buying or hiring of 
research the most important factors to 
keep in mind are the integrity and ex- 
perience of the organization or the in- 
dividual doing the work. This applies to 
all phases of the research problem—from 
the planning and supervision of the re- 
search, to the activities of the field or- 
ganization, and to the interpretation and 
writing of the report. 

The present report has been completed 
by a subcommittee consisting of Profes- 
sor T. H. Brown, Chairman, and Messrs. 
Franzen and Robinson, and has received 
the approval of the officers and directors 
of the Association, as well as of the Com- 
mittee on Marketing Research Tech- 
niques. 

Marketing research is a living, grow- 
ing science. Those active in its study and 
practice are constantly developing and 
improving the methods. On no phase can 
any report be made or accepted as con- 
clusive and final for the future. It is 
expected that the Committee on Mar- 
keting Research Techniques, with some 
changes in personnel as the years go by, 
will be a continuing committee of the 
association and will publish supplemen- 
tary reports as developments of the 
science indicate. 

The reports of this committee are 
based upon the best current knowledge 
and experience of outstanding practi- 
tioners in the field. They are prepared to 
be of the greatest benefit to the many in 
the field, or coming into it, who are look- 
ing for sound information and guidance. 
For that reason the reports will avoid as 
far as possible complex technical discus- 
sions. 


A statement regarding the practice of 
scientific sampling cannot be satisfactory 
from all points of view. Difficulties are 
caused by the many conflicting interests 
present. The treatment must be exact 
because the report is to be part of a set of 
professional standards. It must be simple 
because many who are expected to read 
it are not accustomed to mathematical 
statistics. It must be general since it 
deals with principles and not with spe- 
cific practices. Without compromise it 
cannot be all three. 

The committee has chosen to present 
the theory of sampling by treating its ex- 
perimental necessities but not its mathe- 
matical refinements. No doubt the 
technician will feel that some of the ele- 
ments are not sufficiently developed. On 
the other hand, some market research 
practitioners and their clients may find 
portions that are difficult to understand. 
The attempt to go far enough to insure 
proper presentation of a difficult subject 
and still not so far that mathematical 
language becomes necessary exposes the 
report to both of these dissatisfactions. 


GENERAL OBJECTIVES 
Purpose of Samples 


A sample is designed to reflect certain 
characteristics of a whole “‘population.” 
The word population is used here in the 
statistical sense to denote all individuals 
or items or things, or unit assemblies of 
individuals or items or things, which be- 
long to a precisely defined group. 

Thus a “population” might include all 
people resident in the New England 
states or it might be limited to males of 
20 years of age or over who, at some 
known date, were resident in the Pacific 
Coast states. If one were considering, for 
example, a device for power-steering of 
an automobile, the “population” to be 
considered might consist only of all bus- 
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ses and trucks of over 14 tons capacity. 
For still another problem, “‘population” 
might refer only to homes wired for elec- 
tricity in a certain area. 

Samples are used to save both time 
and money in the development of infor- 
mation. The two elements of time and 
money are, to a certain extent, independ- 
ent of one another. Apart from expense, 
a complete census of a population may 
take too long to finish to be useful. For 
example, the Office of Price Administra- 
tion has made use of sampling to secure 
promptly certain current information on 
food consumption. By the time a census 
of United States households could have 
produced the desired information, the 
particular rationing problem immediate- 
ly at hand would have long since ceased 
to be an issue. On the other hand, regard- 
less of time, the expense of a census is 
usually prohibitive. 

Fortunately, a census generally is un- 
necessary, but the sample used in place 
of the census must replace it in the sense 
that the sample tells the same story that 
complete coverage would have told. The 
basic theorem of sampling is that the 
sample must accurately reflect its popu- 
ation. 


Necessity of Planning 


Good sampling requires good prelimi- 
nary planning. Care in construction of 
the sample must be an integral part of 
the whole research plan if the research is 
to have informative value. The mere act 
of collecting data from a part of the pop- 
ulation does not, in itself, endow ‘he 
collected material with the status of 
sample data. 

It has been claimed, for example, that 
an investigation to determine an atti- 
tude, belief, or action characteristic of 
the whole population of the United 
States has a satisfactory basis when the 
sample has been drawn from urban cen- 


ters only, since a substantial percentage 
of the whole population lives in such 
communities. Of course, if the rural pop- 
ulation feels, believes, and acts exactly 
as do the urban inhabitants, then such a 
samp!e would indeed be satisfactory. But 
if the population in rural districts hap- 
pened to be different in attitudes or be- 
havior, then the sample is not satisfac- 
tory unless such people are included in 
their national proportions. 

Too often the business urge to get 
things done causes people to pay inci- 
dental attention to the relatively slow 
moving desk-work of planning from 
where and from whom facts are to be 
collected, and to concentrate on the more 
active phases of the field collection of 
facts. The outcome is often disappoint- 
ing. After the field work is done and tab- 
ulations begin to provide summary 
figures, the question arises as to just 
what or whom these results represent. 
Sometimes analysis, which should have 
preceded the field-work, shows that only 
a segment of the desired objectives has 
been covered. The findings are, there- 
fore, correspondingly circumscribed in 
usefulness. 


Randomness and Representativeness in 
Samples 


The method by which representation 
of a population may be obtained in the 
sample differs with the different popula- 
tions, or universes, which are being 
sampled. For some kinds of populations, 
a method of “‘random selection’”’ (defined 
below) will yield an entirely adequate 
sample. On the other hand, for some uni- 
verses it is theoretically conceivable that 
representation cannot be assured with- 
out a design so complete and precise that 
it precludes all randomness. For most 
universes, with which market research is 
concerned, a method which employs a 
design and a randomness within that de- 
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sign is necessary and sufficient to secure 
practical representation. 

A random sample in the technical 
sense is obtained when each item (indi- 
vidual or object) of the population has 
exactly the same chance of being selected 
as every other item. This definition 
states that the items of the population 
are equally likely to be chosen. 

Often, people think of a random sam- 
ple as being obtained in a “haphazard 
manner” such as by walking up and 
down a residential street and talking 
with anyone encountered. Such a sample 
might be representative of the people 
who are on that street, in that kind of a 
neighborhood, at that time of day, on 
that day of the week and during that 
season of the year. It is random in re- 
spect to these characteristics and these 
characteristics only and, therefore, might 
be considered representative of such a 
a street population. We have no assur- 
ance, however, that it is representative 
of such factors as age, sex, or occupation 
even of the residents of the neighborhood 
and certainly not of the residents of the 
whole city. 

By contrast, a sample designed to 
achieve representation assumes that the 
items of its population are not equally 
accessible in respect to the characteris- 
tics which are known or believed to be 
related to the problem in hand, and 
which, therefore, must be properly rep- 
resented in the sample. The population 
is, therefore, divided into groups which 
differ in respect to these characteristics 
and the sample is made up of sub-samples 
of these groups—each such sub-sample 
being the same proportion of the total 
sample as its respective group is of the 
total population. 

A sample designed to cover every de- 
tail of the population would have all fac- 
tors represented, with their multiple 
incidence cutting up the population into 
such minute cells that all items within 


the cell would be identical in respect to 
all factors. With such perfection in uni- 
formity, any one item would be sufficient 
to represent its cell and the only neces- 
sity for sampling more than one item 
from any cell would be as a means of 
having the cell’s true proportion appear 
in the sample. 

In the majority of sampling problems 
of a social nature it is apparent that the 
method of technical randomness for the 
whole population is inapplicable, since 
its assumptions cannot be met. On the 
other hand, designing for perfect cover- 
age and penetration is also impossible, so 
that attempts to reach this perfection 
are unwise. It is impossible because all of 
the factors which should be represented, 
that is, all of the characteristics whose 
differences are associated with differ- 
ences in the survey objective, are usually 
not known for the population. Since 
such population factors are not known, 
it is unwise to neglect their presence and 
by making a cellular outline of the sam- 
ple from known factors, assume uniform- 
ity within the cells. 

The method which meets the require- 
ments for most social investigations, pro- 
vides a design for the sample according 
to known relevant characteristics, and 
then within the rather broad limits pre- 
sents a plan for enough items at random 
to assure coverage of the factors not in- 
cluded in the sample design. This sam- 
pling method is fundamental in market 
research because people differ widely in 
their attitudes, beliefs, and behavior, 
and they differ from one another within 
the same section of a city, the same age 
group, the same sex, and the same occu- 
pation. 


Fundamental Aspects of Sample Construc- 
tion 


There are three important aspects in 
sample construction: (1) sample design; 
(2) validation, which is the test of the 
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design for factors not actually used as 
design criteria; and (3) sample size, 
which in part is a corollary of design. 
The design of a sample is the plan by 
which the sample will subsequently be 
taken when the actual field work is done. 
The design for a sample is based on the 
concept of the specific objective of the 
study, and in terms of this concept a pre- 
cise pattern is developed for the sample 
structure. In short, it represents the blue- 
print or working drawing for the actions 
resulting in data. 

Validation of the sample design is a 
test of the selected sample for its like- 
ness to its population in respect to char- 
acteristics not used in developing the 
sample design. It tests the total sample 
of the chosen areas, as if a complete cen- 
sus of these areas were taken. This test- 
ing should be distinguished from another 
kind of validation which tests the actual 
sample obtained. Since this discussion is 
concerned, however, with sample con- 
struction, it is only necessary to point 
out this use of validation. The former use 
of validation—that of testing the design 
itself—is the present interest. 

Sample size is a question of the num- 
ber of cases that must or should make up 
the sample. This question is not nearly 
as simple as is generally assumed. 

We insure representation of the princi- 
pal related sampling factors by means of 
the structure of the sample design. We 
provide by validation for representation 
of desired factors other than those used 
in design. We meet the design require- 
ments and also reduce the chance error 
in the random parts of our sample 
through sample size. These three aspects 
are necessarily interdependent: the more 
factors used in the design, the fewer are 
the factors for which validation is neces- 
sary. The more complex the basic design, 
that is, the more factors which the sam- 
ple must represent, the larger must be 
the sample. 


All three aspects are essential. The 
sampling portion of a research is not 
complete until the sample has been built 
through the application of all of the 
three statistical principles. A sample 
which has been carefully designed in 
terms of the basic elements of population 
structure, such as different community 
sizes, different geographic regions and 
areas of different industrial composition, 
but has not been validated for contribu- 
tory factors such as the extent of wired 
homes, or the rented versus owner- 
occupied homes, might well be inade- 
quate in significant representation. Such 
a sample will, of course, be valid in re- 
spect to all of the elements used in the 
original design. It cannot, however, be 
considered valid for any other elements 
until tested. Thus, a sample which is de- 
signed to give trustworthy representa- 
tion of urban concentration, education, 
and industrial composition is certainly 
not necessarily valid in respect to retail 
distribution. 

A sample obtained by means of a good, 
validated design, if too small for any seg- 
ment of the design, will be unsatisfactory 
because the chance sampling errors will 
be too large. If the size is not large 
enough to adequately represent each ele- 
ment of the design, the sample will be 
unrepresentative of the characteristics 
which were intended. On the other hand, 
a sample which can be shown to have 
sufficient size will not be distributed 
properly if it is not designed in terms of 
the population it is presumed to repre- 
sent and if it has not been tested to es- 
tablish the fact of its penetration into 
those aspects of the social structure 
which the basic design need not neces- 
sarily encompass. 

Stabilization of returns (a demonstra- 
tion that an added number of returns 
will not change a figure summarized from 
previous returns) is often used as a test 
of the adequacy of a sample. This is a 
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confusion of the two principles: one, 
sufficient size and the other, the repre- 
sentative nature of the design. Stabiliza- 
tion means that the sample is large 
enough to have overcome chance sam- 
pling errors. But stabilization has no in- 
trinsic meaning in respect to representa- 
tion, which is a function of the popula- 
tion elements included in the sample 
under test. An incorrectly designed or 
undesigned (supposedly random) sample 
may stabilize at, for example, 500 cases, 
but this, in itself, merely means that 500 
cases are enough to represent that part of 
the population from which returns have 
come in. It means nothing in terms of the 
relevancy of that population to the uni- 
verse which the sample was intended to 
represent. 

Stabilization does not reflect the repre- 
sentative quality of asample. Returns on 
a hair tonic question could stabilize very 
early because only barbers responded, 
but if the objective was to sample all 
hair-tonic users, then such a stabilized 
sample is, of course, entirely unrepre- 
sentative. In fact, the sooner a sample 
does stabilize the less likely it is to be 
representative of a complex social struc- 
ture. 

The problems of design, size, and vali- 
dation are so functionally interdepend- 
ent that no attempt has been made to 
avoid restatement in the following para- 
graphs. In fact, it is almost impossible to 
discuss any one of these three phases 
without implying consequences which 
affect the other two. The repetition 
which occurs may perhaps emphasize 
the necessity for understanding the con- 
struction of a good sample as a single 
concept. 


DESIGN OF THE SAMPLE 


Selection of the Design Criteria 


The main statistical problem of sam- 
ple design is the formation of strata and 


cross strata resulting in cells into which 
the population will be divided. This basic 
principle of stratification in sampling 
work is well known and is accepted as 
fundamental in market research. Need 
fora sample design based on stratifica- 
tion originates in the fact that social 
populations to be sampled are complex 
and not homogeneous. Random sam- 
pling in the technical sense is, therefore, 
impossible for the whole. The result is 
that the total population must be broken 
into groups within each of which the 
population is more nearly homogeneous 
than the original one. Random sampling 
is then possible within each group and 
representation of the diversities of the 
population is assured through the group 
structure of the total sample. 

The particular social elements which 
enter into the design of the sample are 
determined by the nature of the problem 
at hand. The boundaries or scope of the 
problem must be defined in a statement 
which will thereby point to the kind of 
elements to be used. These conditions of 
the research must be clearly and com- 
pletely stated before factors for design 
and validation can be chosen in con- 
formity with the objectives of the survey. 
For example, the design of a sample to 
be used in determining the kind and 
amount of fishing tackle preferred by 
fishermen is, of course, developed on 
very different standards than one for a 
sample to determine the nature and ex- 
tent of race prejudices. 

Given the definition of the sample’s 
population, the next step is to select se- 
ries of data which reflect these sample de- 
terminants. Of two or more candidate 
series being considered to reflect a given 
element, that one is tentatively selected 
which gives the highest correlation with 
the series chosen as best embodying the 
survey objective. For example, in a 
problem of radio buying habits, income 
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distribution is a factor. The decision as 
to whether extent of automobile owner- 
ship or number of income tax returns is 
the better income measure to use will 
rest in part upon the relative degree of 
correlation that exists between each of 
these series and retail sales of radios 
which is used as a measure of the survey 
objective. 

The social factor series which are se- 
lected for their relation to the survey ob- 
jective are then tested for relationship 
among themselves so as to obtain the 
best “team” or composite of population 
characteristics that would or could in- 
fluence the study’s results. The series 
finally chosen are those which together 
yield the highest multiple correlation 
with the survey series. These may be 
technically termed the “correlates of the 
survey objective.” 


Specific and General Utility Samples 


For the purposes of discussion, differ- 
ent types of survey objectives may be 
divided into two broad groups which re- 
quire different types of samples. Because 
the selection of series which will correlate 
with the objectives in these two divisions 
must be made on a somewhat different 
basis, it seems well to discuss the two 
separately. Samples which are specifical- 
ly designed for a particular study pre- 
sent a different design problem from 
those which are planned for general utili- 
ty purposes since these are to be used for 
many different studies that are not too 
limited in their subject matter. 

Series of data for three specific objec- 
tives are now presented to illustrate the 
changes necessary when a sample pre- 
sents unique sampling requirements. 

Objective 1: 

_ Suppose that the particular objective 
is predicting an election in the State of 
New York (in this case the New York 
City area was excluded). The factors 


which were found to best reflect past 
elections were: per cent of rural popula- 
tion, number of income tax returns, and 
level of educational attainment. These 
series were chosen because of their cor- 
relation to past election returns using 
county units. The sample was then con- 
structed by selection of counties which 
would secure representation of the spread 
of values in these three factors. 

Objective 2: 

If the objective of the survey is that of 
measuring the audience of a particular 
magazine, some of the factors which 
have been found to correlate with past 
audience figures are: the degree of urban 
concentration of population, the propor- 
tion of industrial versus non-industrial 
employment, the number of years. of 
schooling attained, the volume of retail 
sales, and the proportion of homes with 
mechanical refrigeration. These series 
provided the criteria for this sample de- 
sign. 

Objective 3: 

Among the correlates used to con- 
struct a sample for the measurement of 
amount and kind of current retail liquor 
sales were: the volume of 1939 retail liq- 
uor store sales, the degree of urban con- 
centration of the population, the number 
of income tax returns, and factors re- 
flecting the differences in state liquor 
control laws. 

In the case of a general utility, or gen- 
eral purpose, sample the problem is 
somewhat more difficult. Here the select- 
ed series must reflect the broader, more 
general social elements which may be ex- 
pected to correlate with all of many 
differing survey objectives. Some of such 
correlated series are the series most fre- 
quently used in samples designed for 
different specific objectives. Common 
usage embraces: degree of urbanization 
of the population, the relation between 
the rural and the urban parts of the pop- 
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ulation, the distribution of types of 
employment, education, and, if possi- 
ble, a measure of income, such as retail 
sales. 

The design of the general utility sam- 
ple is built from many fewer defining ele- 
ments since the sample must be suitable 
for many instead of one survey objec- 
tive. It can, therefore, be representative 
only of broad and pervasive influences 
which are common to a wide range of 
social investigations. As a result, the de- 
sign structure is relatively simple, being 
developed from a few basic social charac- 
teristics. 

The nature of the general utility sam- 
ple makes it imperative that its design be 
validated in respect to factors related to 
the particular survey for which its use is 
contemplated. This precaution is no 
more than a recognition that the con- 
cept of a “good” sample being good for 
all purposes, is naive and conducive to 
research errors. A sample design must be 
modified in terms of the use to which the 
sample is to be put. 

To use the fishing tackle example 
again: a sample for this purpose is good 
only if it includes representatives from 
groups such as fresh and salt water fish- 
ermen, enough who fish a little and a lot, 
enough who cast, enough who fish on the 
East and West coast, or in the Minne- 
sota and Canadian lakes. Age and in- 
come are, of course, included as criteria, 
but these are probably the only two ele- 
ments which a sample for fishing-tackle 
buying has in common with, for example, 
a sample for determining attitudes on 
racial problems. The other specifications 
for a sample to resolve the nature and ex- 
tent of race prejudices are obviously a 
far cry from those listed above. 


Determining the Design 


The series selected on the basis of their 
correlation with the sample’s purpose 


provide the material for the sample’s de- 
sign. When the population is distributed 
in respect to the selected series, the re- 
sultant pattern is the pattern for the 
sample. Thus, if the unit of the various 
social factor series is geographic in na- 
ture, e.g., counties, then all geographic 
units (counties) are sorted into strata of 
each factor. Since the factors are inter- 
correlated, it becomes necessary to cross- 
tabulate the units for the relation be- 
tween factors taken two or more at a 
time. The cells of this cross-classification 
are groups of population units (counties) 
each group being relatively homoge- 
neous in respect to the criterion factors— 
far more homogeneous than the total 
universe of counties. 

For example, in building a general 
utility sample, where the units used are 
counties, the cross-tabulations can iden- 
tify as a single group all counties of one 
major area, in which the largest city has 
a population of between 25,000 and 
50,000, and which are also predominant- 
ly industrial in their urban employments, 
and which also have between 25 per cent 
and 35 per cent rural population, and 
which also have between 30 per cent and 
40 per cent of their populations with 
more than eight years schooling. 

With population units separated into 
cells such as the one just described, each 
of which is expected to yield differences 
in the survey results, we have the de- 
signed plan of the sample. The basic re- 
levant population characteristics have 
been identified by these cells so that the 
problem has become one of sampling 
each cell. Furthermore, this plan allows 
for representation of other factors that 
are correlated with the design factors. 

Since each cell is relatively uniform in 
respect to each of the known factors and 
their correlates, its sample may be taken 
at random. These cell-samples must be 
large enough so that there is a minimum 
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possibility that chance sampling errors 
will destroy the representation of other 
factors that may vary within each cell. 
Even though such factors are not direct- 
ly correlated with the design, known or 
unknown, they may be related to the 
survey objective. 

The sample design is not finally settled 
until it has been validated for as many 
other factors as possible which could 
have subsidiary influence on the survey 
findings. A sample which is built accord- 
ing to design specifications is by defini- 
tion valid for the elements of the design. 
If, in addition, the design has been vali- 
dated and if the random cell samples are 
of adequate size, then the sample will 
also be valid for all non-design factors, in 
terms of which its design was tested. 

Of course, the more factors used as de- 
terminants in the construction of a sam- 
ple, the more homogeneous each cell of 
the structure will be and the smaller the 
size of the cell. Consequently, the prob- 
lem of cell sampling is thus rendered 
simpler since the possibility of chance 
sampling error is thereby reduced and 
the cell samples may be correspondingly 
smaller. 


Sampling Points in the 
Design Specifications 


On the other hand, the larger the num- 
ber of factors used as determinants for 
the construction of the sample, the 
larger the number of cells there will be 
needed in the design and the larger the 
number of different sampling points 
there must be. If it were practically pos- 
sible, many entirely homogeneous cells, 
with one case from each, would provide 
the ideal sample. Complete cell homo- 
geneity, however, is not possible in a 
human world. Nor is it necessary. But it 
is necessary that enough sampling points 
be used to sample adequately each de- 
termined cell and that the sample taken 


within each point or area be large enough 
to insure proper randomization. 

In market research practice the size of 
the total sample is often fixed by condi- 
tions of cost or other considerations. For 
a sample of a given size, the larger the 
number of sampling areas called for by 
the design, the smaller the number of in- 
terviews available to represent the popu- 
lation of each area. Often, if a sufficiently 
large number of interviews is assigned to 
any one sample point, the number of 
such points may have to be so small that 
there will not be adequate representation 
of all of the social phases (cells) of the 
complex population. In such situations a 
compromise is necessary, but this com- 
promise must be made with two princi- 
ples in mind: first, effective representa- 
tion of all of the social points, and, sec- 
ond, adequate samples within each of 
these points. 

A larger number of social points within 
a design cell is necessary for a general 
utility sample than is required for a sam- 
ple design for a specific objective. Since 
there are relatively few sampling cells in 
the general utility design, wide variance 
within each cell in the additional ele- 
ments related to any specific survey 
must be expected. It is essential, there- 
fore, that there be careful protection of 
the random nature of each cell sample. 
This implies not only a large number of 
cases but also a large number of sampling 
points for the location of cases within 
each cell. The latter provision is essen- 
tial in order that the cell samples be 
adequately randomized for the differ- 
ences within cells. 


Intra-community 
Sampling 


Up to this point the discussion of de- 
sign has been concerned with methods 
used in determining the number and 
kind of cells and then the number and 
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kind of social points or sampling areas. 
There remains still the question of the 
sample within any sampling area. This 
may be called intra-community sam- 
pling. It has been pointed out that the 
process of stratifying in the design pro- 
duces groups of areas (i.e. cells) which 
are relatively homogeneous so that ran- 
domization can, therefore, be employed 
in obtaining the cell sample. If more 
than one sampling point is used for any 
cell, the chosen points should be widely 
distributed so as to increase the random 
nature of the sample. 

Within any point (locality), however, 
there is, of course, variance in respect to 
the survey objective. Representation of 
this variance must be assured in the lo- 
cality sampled. This may be done by the 
process of randomization, such as, if the 
point be a city, interviewing every 
twentieth house, or every second block. 
Such methods imply a very large sample 
from each locality. On the other hand, a 
smaller sample can be used if the random 
concept is dropped in favor of an intra- 
community design built for the area us- 
ing its sub-divisions (such as census enu- 
meration districts) just as the design 
for the sampling points is constructed. 
The local design elements are those that 
make for intra-community differences 
such as those of income (rental), nativi- 
ty, or education. The necessary data, 
however, are not readily available in this 
sub-divided form except for the larger 
cities. It is, therefore, undesirable to de- 
pend upon this elaborate method, and 
for most purposes it is not necessary. 
Usually some combination of design and 
randomness can be used. 

This is now generally undertaken 
through quotas in respect to age, sex, and 
economic status which are assigned to in- 
terviewers. Within the limits of the 
quotas, interviews are obtained at ran- 
dom. As often employed, the method 
leaves much to be desired. “Economic 


status” is only very vaguely defined if 
defined at all, and the criteria as used are 
often non-objective, so that the returns 
are not comparable and open to question. 
The rather slip-shod use of the economic 
status concept accounts for the all too 
frequent failure of samples to be repre- 
sentative in respect to the extremes in 
the population, especially those of low 
education, unskilled occupations, non- 
native whites, and low incomes. 
Supposedly random methods of intra- 
community sampling are sometimes em- 
ployed because their simplicity is tempt- 
ing. They are, nevertheless, hazardous 
and should be used with full knowledge 
of their limitations. A truly random 
sample of telephone connections can be 
obtained by selecting names at regular 
intervals from the telephone directory. If 
the survey objective defines telephone 
homes as the population and if this is the 
only criterion, the sample is a technically 
random one of telephone names. If the 
sample is large enough, then the method 
is satisfactory. If, however, it is desired 
that the sample should be representative 
of income differences, then the method is 
obviously unsuitable since it excludes all 
of the lower end of the distribution of in- 
comes. Unless the sample is very large it 
is likely also to miss the upper extreme. 


SAMPLE VALIDATION 


Validation in the present context may 
be defined as a test of the sample design 
to insure that it is representative of the 
survey’s population in respect to the sec- 
ondary factors not included in the design. 
The characteristics of the population as 
determined by the survey in the areas se- 
lected for the sample design are compared 
with the same characteristics of the 
total population which these areas are 
chosen to sample. 

For example, assume it is planned to 
use 25 counties in the Middle Atlantic 
area as sampling points for a survey ob- 
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jective centered around reading habits. 
These counties are sampling points in a 
general utility sample which has been 
built on the basis of the following factors: 
cities of different sizes, different propor- 
tions and types of rural population, and 
different types of industrial employment. 
It is, therefore, essential to know that the 
sampling points are valid in respect to 
education. 

The distribution of the total popula- 
tion of the 25 counties in respect to 
school years completed is, therefore, 
compared with the distribution of school 
years completed for the total population 
of the Middle Atlantic area. If education 
in this area is correlated with the factors 
by which the counties were selected, then 
the sample made up of these points will 
be found valid in respect to this factor. 
If, on the other hand, education is not 
correlated, then the sample is not valid 
for the contemplated purpose. Without 
this validation of the sample design, the 
validity of any findings on reading hab- 
its, which were derived from the sample, 
would be definitely open to question. 

It cannot be assumed that any set of 
sampling areas is valid in respect to all of 
the social factors for the population of a 
given survey unless these have been ex- 
plicitly included in the design or are 
known to be correlated with those that 
have been. In the interest of simplicity, it 
may happen that secondary characteris- 
tics and even the less important primary 
factors are deliberately omitted from the 
original design. In such an event valida- 
tion of the sampling areas must be ob- 
tained for these characteristics. 


Validation Factors 


It has been stated several times in this 
discussion that the elements used in de- 
sign and validation must be chosen in 
relation to the survey objectives. A 
standard set of design and validation ele- 
ments for all samples is nonsense. If cer- 


tain elements are frequently used in sam- 
ple construction, it is because their gener- 
alized social significance is related to 
most survey objectives. Some elements 
of this nature are: a cultural factor (usu- 
ally education), a budgetary factor 
(usually telephone), and a housing factor 
(either owner-occupied homes or mech- 
anical refrigeration). If these elements 
have not been a part of the principles of 
design, they should be used to justify the 
selected communities as being a true pic- 
ture of all communities in the population 
universe. 

There is a limit beyond which it is un- 
economical to add factors for validation. 
No fixed number can be set, since that 
depends upon the character of the sample 
and the factors for which validation data 
are available. Nevertheless, beyond an 
indefinite but small number, the addition 
of new factors tends merely to reflect in- 
fluences which overlap those already 
covered. The mere quantity of factors 
used is no guaranty of underlying 
quality. 


Validation for Dispersion 


In validation, just as in sample design, 
it is necessary to consider measures of 
dispersion as well as the averages of the 
characteristics used. For example, a sam- 
ple to represent educational attainment 
is valid only if the variation or spread in 
the education of its component areas, as 
well as the average, is like that of the uni- 
verse which it is intended to represent. 

It must not be forgotten that if two 
sets of data are being compared and aver- 
ages agree, the dispersion or scatter of 
individual cases about those averages 
may be so unlike one another that one 
cannot be considered as representing the 
other. On the other hand, the scatter or 
dispersion may be the same but the two 
sets of data may be on different levels so 
that their averages are different. The ele- 
ments used in validation must be com- 
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pared both in respect to dispersion and 
average if a truly representative sample 
is to be constructed. 


Intra-community Validation 


Although the present discussion is con- 
cerned with sample construction, the 
question of validating the final returns 
for the intra-community part of the work 
warrants the comment that the proce- 
dure is the same as that of the validation 
of the sample design. 

Items in the questionnaire usually re- 
ferred to as identifying material must in- 
clude all characteristics in respect to 
which validation is deemed necessary. 
These materials should at least include 
measures for the three basic elements re- 
ferred to above as being related to most 
survey objectives. The data obtained are 
distributed and compared for average 
and dispersion with the total population 
of the universe or sub-universes just as 
the data for the sampling areas were 
compared with figures for the universe 
under study. 

The importance of this validation, in 
giving confidence about the survey find- 
ings, shows clearly the necessity for care- 
ful selection of these questionnaire items. 
Faulty or careless work in questionnaire 
planning may make validation difficult 
or impossible. In addition, the items used 
should duplicate each other as little as 
possible, so as to cover as many charac- 
teristics as possible. For example, two 
questions, one on amount of magazine 
reading, and the other on years of school- 
ing provide in fact a validation for only 
one element since these two characteris- 
tics are highly correlated. 


SAMPLE SIZE 


When a sample is properly designed, 
the number of sampling points is known. 
The problem, then, is to determine how 
many interviews need be assigned to each 


sampling point and, therefore, how large 
the total sample must be. 

The first question in a market research 
conference is likely to be: “How big a 
sample will I need?” There is no simple 
answer to this question. Basically, the 
correct size of the sample is a function of 
the degree of heterogeneity in the sur- 
vey’s population. The more diverse this 
population, that is, the more differences 
there are among its members, in respect 
to correlates of the survey, the larger 
must be the sample. 

A second question which often occurs 
is: “What per cent of the population 
should be taken as the sample?” But a 
theorem of sampling technique is that 
the size of the sample does not depend 
upon the size of the total population to 
be examined. A large universe which is 
entirely homogeneous can be adequately 
sampled by a relatively few cases chosen 
at random. In practical market research 
there are no universes that are entirely 
homogeneous, consequently the sample 
size must be sufficient to penetrate into 
all of the elements that bear on the prob- 
lem in hand. Sample size thereby be- 
comes directly associated with the diver- 
sity of elements present in the population 
to be sampled. 

Once the objective of the survey is de- 
fined and the design of the sample is de- 
veloped, it is possible to determine the 
sample size. The more design cells that 
are necessary in order to account for all 
significantly related factors, the larger 
must be the total sample since each of the 
design cells necessitates a sample large 
enough to cover the different social ele- 
ments within it. Of course, if the design 
has included all relevant factors and 
thereby has produced many entirely ho- 
mogeneous cells, then small samples for 
each cell are appropriate. The total sam- 
ple size is not necessarily increased as a 
result. 
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Two examples of how the size of a sam- 
ple is not dependent upon the size of the 
population, but rather upon its diversity 
are given below. If the diversity is not 
known, it is often assumed that the larger 
the population the more diverse it is and, 
therefore, the larger the sample which is 
needed. However, this is merely sidestep- 
ping the basic problem of building the 
sample to cover the diversity of qualities 
that must be sampled. 

Example 1: Differences in the size of a 
sample for a population of 130,000,000 
and a sample for a population of 30,000, 
000 would arise only if one of the two 
populations included numerous cases un- 
like any of those in the other. If the two 
populations were not different in their 
characteristics and if a sample were prop- 
erly designed for either population, the 
same sized sample would give equally 
satisfactory results. Presence or absence 
of sampling error is dependent upon the 
size and design of the sample and not up- 
on the size of the population to be meas- 
ured. 

Example 2: The statement that a § per 
cent sample is twice as good as a 2} per 
cent sample is not true for several rea- 
sons, some of which have already been 
discussed. Another one is that the per- 
centage sample error does not vary in- 
versely as the number of cases in the 
sample, but inversely as the square root 
of that number. This mathematical state- 
ment means that in the formula for the 
percentage error of the sample, the num- 
ber of cases occurs in the denominator of 
a fraction, but it also has a square root 
sign over it. 

Consequently, if a sample of 1000 is 
judged to have too large a sampling er- 
ror, then a sample with one half the error 
will be obtained not by doubling the 
number of cases but by quadrupling 
them, making 4000. It follows at once 
that high accuracy comes only at a dis- 


proportionately high price. In fact, in the 
discussion of a market research it is al- 
ways important to determine just how 
much sampling accuracy is required to 
satisfy the given survey objective. 

The question of the relative homogen- 
eity of cells in the sample design also has 
bearing on how a sample shall be distrib- 
uted proportionately among the cells. Of 
course, the simplest method to insure 
that the cells shall be represented in the 
proper portions is to distribute the sam- 
ple in the same proportion as the popula- 
tion itself is distributed among the cells. 
On the other hand, a very homogeneous 
cell need not have as large a sample as 
the less homogeneous cells, even though 
it has a large proportion of the popula- 
tion. Reduction in the total sample size 
can be secured in a case such as this if 
small samples are assigned to the homo- 
geneous cells of the population and their 
results are weighted back to their true 
proportions when combined with the 
samples of the other areas at the time 
total results are computed. 

If results are wanted separately for 
some portions of the population, such as 
geographic areas, or cities of a given size, 
then the samples for those subportions 
must be larger than if results were only 
wanted for the total population. This fol- 
lows because the survey-correlates must 
be adequately represented and the sam- 
pling errors kept within prescribed toler- 
ances for that sub-portion of the popula- 
tion for which separate results are de- 
sired. If only total results are necessary, 
the variance in the survey-correlates 
need not be entirely represented in every 
sub-portion of the sample but only in the 
total. 

It was pointed out earlier that in prac- 
tice there is a conflict between the num- 
ber of social points and the size of the 
sample for each point, because of practi- 
cal limitations set up for the size of the 
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total sample. It should be reiterated here 
that compromise between adequate cov- 
erage of any point and the inclusion of 
enough sampling points usually results in 
constricting the intra-community sam- 
ple size so that all elements within any 
one sampling area may not be properly 
represented. Since this is the case, it is 
essential that the final sample obtained 
be validated for those social elements 
within a community which are related to 
the survey objective but not directly in- 
cluded in the design. This usually means 
that the final sample be validated for ed- 
ucation, income measures, and the like. 
Only then can the results of the sample 
be accepted as possessing practical value. 


Sampling Errors 


Control of the sampling error in any 
survey is obtained first through the de- 
sign of the sample and second through its 
size. Providing the size of the total sam- 
ple is large enough to meet all of the de- 
sign specifications, the design assures rep- 
resentation of the elements in terms of 
which the design has been constructed. 
Additional size of the sample within any 
cell reduces the size of chance errors in 
the returns from that cell. Limits for per- 
missible sampling errors are set by the 
objectives in the survey. Formulae which 
will provide estimates of sampling error 
are matters of detailed technique which 
are beyond the scope of this review. 
Nevertheless, the technician should be 
familiar with them. 

The stabilization’ tests which have 
been referred to earlier do have a func- 
tion in providing evidence of the elimina- 
tion of chance errors in the sample sub- 


universes. It must be repeated here that 
stabilization tells nothing about repre- 
sentation but does mean that the volume 
of replies is large enough so that results 
will not be affected by additional returns. 
But it must not be forgotten that early 
stabilization, particularly of undesigned 
samples, usually means that a sample is 
not representative. Such a situation 
should be appraised as a warning and not 
as a certification. 

Finally, sample size has its roots in the 
definition of the survey objective. It con- 
sequently is a part of both design and its 
validation. During the discussion of a 
market research project, the size of the 
sample may be suggested early in the 
meeting because sample size is one factor 
through which the cost of the research is 
estimated. In exploring the character of 
the survey objective, the number of de- 
sired breakdowns of the final data, and 
other details, the size of the sample as 
limited by cost is often found to fall short 
of size as determined by stated condi- 
tions of the problem. In this case either 
cost must be increased or, as more often 
happens, the scope of the survey objec- 
tives is reduced. It is essential that there 
be understanding of what it means to 
make the survey objectives less compre- 
hensive. 

But objections are usually raised since 
the belief exists that after the sample size 
has been set for a job it can be considered 
fixed without reference to design. How- 
ever, the opposite is true—sample size is 
one of the inter-related parts of the whole 
research plan. 

Reprints of this article are available at the rate of 


15 cents for single copies; 10 cents per copy for orders 
of 100 copies or more. 
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THE WAR’S IMPACT ON MILK MARKETING 
ALEXANDER MORROW 


Eprtor’s Note: The opinions expressed by the author 
are his own and do not represent those of the company with 
which he is associated. 


LTHOUGH the opinion that the whole 
field of marketing is wasteful has 
gained many adherents, the distribution 
of milk has evoked more critical atten- 
tion than has that of any other single 
commodity. Hostile scrutiny has been 
directed at the spread between the prices 
received by farmers and those paid by 
consumers. 

In sober fact, however, a gross spread 
which for some years has constituted 
approximately 40 per cent of the con- 
sumer price does not appear excessive 
when we consider that the distributor 
performs more varied and specialized 
functions than do several marketing 
factors combined in many another in- 
dustry. The gap between the two prices 
has seemed unduly wide to those persons 
who have fixed their gaze upon the 
presence of only one marketing agency 
between the farmer and consumer. 
Measured by the criterion of functions 
performed, many of the strictures di- 
rected against milk dealers lose their 
force. 


Costs In Mitk MARKETING 


The assembly and dispersion of the 
product, although a less circuitous proc- 
ess than in most industries, is made 
costly by the small quantities per unit 
of assembly and dispersion. Thus, in a 
1939 study of Maine milk markets, the 
author indicates that the average daily 
supply of a Maine dairyman was 177 
pounds per day.! Dealers are thereby 


1 George F. Dow, An Economic Study of Milk Dis- 
tribution in Maine (Orono: University of Maine Agri- 


required to collect their requisite supply 
from a great number of farms. Because 
of the frequent delivery made necessary 
by the perishable nature of the com- 
modity, milk is distributed in relatively 
minute quantities. Before wartime inno- 
vations were adopted, the average door- 
step delivery did not greatly exceed one 
quart per day in volume? 

Comparison with bread and bakery 
products. The costs of milk distribution 
may be compared with those of an 
industry performing a comparable mar- 
keting function—bread and bakery prod- 
ucts. Unfortunately, the F. T. C. report 
on distribution costs and methods,’ from 
which the following figures are obtained, 
does not differentiate between wholesale 
and retail costs or between those of 
various products sold. The marked 
similarity of the marketing function in 
both industries makes these figures an 
adequate means of comparison, however. 


Taste I. Comparison or Costs oF Fiurp MILK AND 
Cream with Costs or BAKERY Propucrts, 1940 


Milk Bread 
CGE ns kcndicncedees 55.65 38.84 
Operating expenses. ........... 14.41 24.79 
Total cost of goods sold ........ 70.06 63.63 
Other operating revenueorloss... 0.31 0.12 
Total gross margin............. 30.25 36.49 
Total selling, adm., and gen’lexp. 26.82 31.13 
Provision for bad debts. ........ 0.$7 0.06 
Net profit before interest and in- 
EE ai dake Kw h ves ad ee 2.86 5.30 


It is apparent from the foregoing 





cultural Experiment Station, Bulletin 395, 1939), pp. 
540-S4I. 

? Charles Blanford, 4n Economic Study of the Costs of 
Selling and Delivering Milk in the New York Market 
(Ithaca: Cornell University Agricultural Experiment 
Station, Bulletin 686, 1937), p. 25. 

3 Distribution Methods and Costs, Part 1, Important 
Food Products (Washington, D. C.: Federal Trade Com- 
mission, 1943), pp. 58 and 89. 
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table that the costs of milk distribution 
are less than those prevailing in the 
bread and bakery products trade. The 
milk dealer expends a smaller portion of 
the sales dollar in performing a market- 
ing task which is certainly as elaborate 
as that of the baker. 

Inadequate milk consumption. Al- 
though the milk dealer can justly rid 
himself of any special onus of waste in 
marketing, he is not justified in feeling 
complacent. The per-capita consumption 
of milk is far below the level prescribed 
by authorities in nutrition. A survey of 
the Public Health Service disclosed that 
the weighted mean per-capita consump- 
tion of fluid milk, cream, and butter- 
milk in all the municipalities in the 
nation did not reach three-fourths of a 
pint per day in 1936.4 The standard of 
consumption recommended by nutrition 
experts is a quart per day for each child 
and a pint per day for each adult.’ The 
juxtaposition of these two facts makes 
it obvious that milk consumption is in- 
adequate. 

Nationality and general dietary habits 
undoubtedly play their part in deter- 
mining the rate of milk consumption but 
economic status is the most significant 
factor. The following table® illustrates 
the effect of income on the per-capita 
consumption of milk. 

It is significant that the per-capita 
consumption of milk is not greatest 
among those groups containing the 
highest proportion of children. There is 
an obvious correlation of income level 


4A. W. Fuchs, Restrictions on Interstate Trade in 
Milk and Milk Products, Federal State Conference on 
War Restrictions (Washington, D. C.: Department of 
Commerce, May 1942), p. 7. 

5 For example, H. C. Sherman, Chemistry of Food and 
Nutrition (New York: Macmillan, 1937). 

® 4 Survey of Milk Marketing in Milwaukee (Wash- 
ington, D. C.: Dairy Section Division of Marketing and 
Marketing Agreements, Agricultural Adjustment Ad- 
ministration, 1934). 


with the rate of milk consumption. Be- 
cause of the unique place of milk in the 
diet, it is believed by many persons that 
the price of milk must be maintained at 
a low level so that the needed quantities 
may be available to the average con- 
sumer. 

Reduction of distribution costs. The 
facilities of research and experimenta- 


Tase II. Dairy per-Capita ConsumpTION oF FLuip 
Mik, By Economic Group AND NATIONALITY 
(with percentage of each group and 
nationality represented by children), 


1934 
Economic Group rhewesits Pint 
and Nationality by Children Fluid Milk 
Low 
_ 23.2 -437 
a 55.0 -671 
i scdcnnnekscnss 29.0 -670 
PNG se vessccsasne 29.4 -654 
Intermediate: 
Rika kag agihee 22.4 578 
i dncesaeeeaes 30.5 -579 
ee ee 20.1 713 
Psi 860s535%0% 20.3 - 709 
High: 

Eee 2.3 .550 
NS iho wenn aan 18.2 545 
Se bibainasnasebns 14.0 -785 
NS a hc andagnnn 14.0 -784 


tion, which have vastly increased effi- 
ciency in processing, should also be 
employed in the sphere of distribution. 
Technological advances have enabled 
milk dealers to reduce processing costs, 
but the secular trend of distribution 
costs, expressed as a per cent of total 
costs, has been upward. A Twentieth 
Century Fund study’ presents a com- 
parison of delivery costs of New York 
City Milk distributors which shows that 
this group of costs increased from 26.5 
per cent to 35.3 per cent between 1915 
and 1931. Meanwhile, other operating 


7 Paul W. Stewart and J. Frederic Dewhurst, Does 
Distribution Cost Too Much? (New York: Twentieth 
Century Fund, 1939), p. 37. 








THE JOURNAL OF MARKETING 


237 








costs had declined from 27.3 per cent 
to 22.8 per cent. 

This finding is substantiated by the 
1938 investigation of the milk industry 
in New York State which declared that 
“country plants and pasteurizing and 
bottling plants are operating at near 
maximum efficiency today. However, 
with respect to delivery and selling 
costs, factors exist which make it diffi- 
cult, if not impossible, for companies to 
operate at a maximum of efficiency.’ 
The war provided a means of ob- 
taining that greater degree of efficiency 
which the Legislative Committee con- 
sidered almost unattainable. 

The reduction of distribution costs is 
not only important as a matter of public 
policy to achieve a higher per-capita 
consumption of milk. It is also related 
to the milk distributor’s purpose, to 
retain his market. Since the end of the 
first World War, the annual per-capita 
consumption of condensed and evapo- 
rated milk has increased from 9.0 pounds 
in 1921, to 16.6 pounds in 1939, while 
that of fresh milk and cream has risen 
slightly.* Various studies have indicated 
clearly that the volume of evaporated 
milk consumption is closely related to 
the comparative prices of evaporated 
and fresh milk and the level of consumer 
incomes. 

One authority points out that “a 
study of store sales of fresh and evapo- 
rated milk in New York City for June, 
1939, showed that as the spread be- 
tween them widened as a result of 
variation in prices, the purchase of 
evaporated milk tended to increase and 
the purchase of fresh milk tended to 
decrease in the low income areas. The 


* John J. Bennett, Jr., Report on the Milk Industry of 
the State of New York (Albany: State of New York, 
March 8, 1938), p. 82. 

® The Dairy Situation (Washington, D. C.: United 
States Department of Agriculture, October 1938), p. 6. 


shift of purchases from fresh to evapo- 
rated milk was less marked in medium 
income areas and was not evident at all 
in the high income areas.’” 

As an outgrowth of the recent war, 
the milk distributor is confronted by a 
new rival—powdered milk. A Depart- 
ment of Agriculture study, on the 
acceptance of dehydrated foods by 
Chicago housewives, underlines the point 
that powdered milk can gain a high 
degree of consumer acceptance." Unless 
milk distribution costs can be reduced, 
fresh milk may yield considerable ground 
to this alternative form of the product. 


PREWAR CHARACTERISTICS 
oF MiLk BusINEss 


The industry had long been charac- 
terized by a considerable degree of sales 
effort. Consumer prices were relatively 
inflexible and the basis of securing new 
customers was the performance vf ad- 
ditional services rather than lowering 
of price. There was a considerable degree 
of excess capacity because vehicles were 
not fully utilized and the load per route 
man was small. Indeed, the average 
route load had tended to decline during 
the depression years. The decline in 
consumer incomes after 1930 and the 
shift to store buying of milk caused this 
trend. Yet the dealer feared to consoli- 
date routes sufficiently to maintain his 
volume per route. Therefore, the num- 
ber of routes was never reduced suff- 
ciently in conformity with this trend. 

The delivery labor cost per unit also 
increased because “the average weekly 
earnings of route men were maintained 

101, C. Cunningham, Some Competitive Aspects of 
Fresh and Evaporated Milk (Chicago: International 
Association of Milk Dealers, Bulletin 3, November 27, 
1941), P. 74. 

1 The Marketing and Transport Situation, “‘Accept- 
ance of Dehydrated Foods by Chicago Housewives,” 


Bureau of Agricultural Economics, U. S. Department of 
Agriculture, July, 1944. 
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very near the level of 1929.’ The state- 
ment has been made that the driver’s 
weekly earnings were equal to the farm 
price of 550 quarts of milk in the 1910-14 
period.“ The comparable figures for 
other years are: 1929, 760 quarts; 1932, 
1,490 quarts; 1940, I,320 quarts. 

The pattern of milk distribution did 
not remain stationary during the 1930’s. 
The various prewar developments fall 
into two categories: (1) increasing the 
degree of competition and selling effort; 
(2) various technical innovations. 

The relative rigidity of milk prices 
caused the decline in consumer prices to 
lag behind those received by farmers. 
This made the milk-distributing busi- 
ness relatively profitable during the 
early years of the depression and at- 
tracted many new distributors into the 
field. This was only a temporary phe- 
nomenon, however. 

A more serious threat to the estab- 
lished distributor was the rise of sub- 
dealers in many markets. Sub-dealers 
are distributors who deliver to customers 
milk that has been pasteurized by other 
dealers. It has been pointed out that “in 
New York the number of sub-dealers 
increased approximately 100 per cent 
from 1938 to 1939, the number remain- 
ing since then at 450~S00. In Chicago 
they increased in numbers from about 
300 in 1930 to nearly 600 in 1934.4 Sub- 
dealers usually undersold the estab- 
lished distributor in a given market. The 
reasons for this development are: (1) the 
wages of drivers were maintained during 


1%2C, Lawrence Christenson, “Employment and 
Earnings in Commercial Milk Distribution, 1929- 
1934," Monthly Labor Review, July 1936, p. 147. 

18 Leland Spencer, The Necessity for Reflation of Milk 
Prices (Ithaca: N. Y. State College of Agriculture, Cor- 
nell University, 1941), p. 3. 

4 Louis F. Hermann and William C. Welden, Prewar 
Developments in Milk Distribution (Washington: Farm 
Credit Administration, U. S. Department of Agricul- 
ture, 1942), p. 9. 


the depression at a level above that for 
which many qualified persons were will- 
ing to work; (2) the number of un- 
employed; (3) the necessity for many 
families to economize and their con- 
sequent willingness to obtain milk from 
sub-dealers. The volume of established 
dealers tended to decline as a result and 
this had an upward effect on distribution 
costs. 

Shift from retail to store sales. There 
was also a pronounced shift from home 
delivery to the purchase of milk at the 
store. When the store price of milk was 
markedly lower than that of delivered 
milk this trend was greatly accelerated. 
The net effect of this shift was a reduc- 
tion in the volume of retail routes. Com- 
petition between dealers for store busi- 
ness was severe in many markets and the 
granting of additional services and 
rebates became very prevalent. In New 
York City, store sales rose from 30 per 
cent to 50 per cent of the total between 
1930 and 1941. Chicago, too, experienced 
a sharp rise in store sales of milk. 

Technical innovations. The principal 
technical innovations were the paper 
container and the multiple quart con- 
tainer. The use of the paper container 
was increasing until the period of critical 
shortages in 1941. In that year 300 milk 
plants were using paper containers. 

The chief advantage of the paper con- 
tainer is its lighter weight which enables 
route men to handle larger loads. The 
major drawback is the fact that it can 
be used only once while a glass bottle can 
be used for many trips. The paper con- 
tainer is therefore most advantageous 
on wholesale routes. Because of the great 
number of units per store delivery, the 
use of a lighter container makes for 
greater efficiency. The route man and 
retailer do not have to handle returned 
bottles. The customer is not burdened 
by a heavy bottle. The trippage per store 
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bottle has been less than that on home 
delivery bottles. Spencer, in his study 
on milk distribution costs in New Jersey, 
has stated that bottle and case costs 
were $.0020 per quart on retail routes 
and $.0040 on wholesale routes.'® Conse- 
quently, less advantage was derived from 
the use of glass bottles on store routes. 

The prevailing opinion is that the use 
of paper containers entails higher costs. 
Vehlow has probably made the most 
elaborate investigation of the subject." 
His conclusion is that the increased 
processing cost, principally because of 
the container, more than offsets savings 
in delivery. 

Spencer’s study shows, however, that 
the total distribution costs of milk 
delivered in paper containers to stores 
averaged $.0411 per quart while the 
comparable figure for glass bottles was 
$.0466 per quart. The reasons for these 
lower costs were unusually large loads 
because of substantial sales per store. 
As Spencer states, “These favorable 
conditions are most frequently provided 
in the large cities by chain stores that 
feature milk and also confine their pur- 
chases to a single dealer. Under such 
conditions, the lesser weights and smal- 
ler space requirements of paper con- 
tainers are of considerable advantage. iad 

Two quart containers. Various markets 
had experimented with multiple quart 
containers in order to lower costs and to 
encourage the greater consumption of 
milk by reducing the retail price. One 
study showed that where the total costs 
per quart were 10.8 cents, the costs were 
9.1 cents if two quart containers were 


% Leland Spencer, Costs of Distributing Milk in New 
Jersey (Trenton: New Jersey Department of Agricul- 
ture, 1943), p. 38. 

1 E. L. Vehlow, The Single Service Container and Its 
Effect on Milk Distribution Costs (Chicago: International 
Association of Milk Dealers, Bulletin 16, March 1941), 
Pp. 418-430. 

1” Op. cit., page 59. 


adopted.'* In such markets as St. Louis 
and Fresno, 20 and 56 per cent respec- 
tively, of all milk was sold in two quart 
containers. 


Tue EFFect oF THE WAR 


The entry of this country into the war 
provided a sterner measure of the effi- 
cient performance of each industry. 
Most industries were compelled under 
the impact of the war to overhaul their 
marketing practices. The shortages of 
labor and material required a reduction 
in the offering of various services. Also, 
the government, in an effort to stabilize 
the consumer price of milk and other 
commodities, simplified marketing prac- 
tices so as to lessen distribution costs, 
while raw material and operating costs 
were rising 

The principal changes brought about 
in milk distribution by the war fall into 
several categories: (1) Elimination of 
special costly services. (2) Changes in 
practice tending to increase the volume 
per delivery to each retail and store 
customer. (3) Reduction of route mile- 
age. (4) As a consequence of points 2 and 
3, it was possible to increase route loads 
markedly. 

Many of these changes were adopted 
by dealer agreement in a great number 
of markets. Where they were not vol- 
untarily accepted, the government sub- 
sequently established them by regula- 
tion. It should be said that the changes 
which were instituted did not alter the 
underlying patterns of the milk business. 
The government did not adopt a policy 
of eliminating retail routes, although 
some companies abandoned such opera- 
tions in particular areas where the sales 
density and collection experience were 
unfavorable. The grades of milk were not 


18 C, L. Roadhouse and J. L. Henderson, The Market 
Milk Industry (New York: McGraw-Hill, 1941), pp. 
439-440. 
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reduced in number although a proposal 
of this nature was considered. 

Abrogation of competition. Compara- 
tively little was done about the frequent- 
ly voiced contention that there was 
unnecessary duplication in the number 
of dealers serving in a given street or 
area. This whole question was fully 
discussed at a dealers’ meeting in New 
Haven in January 1943. In this con- 
nection three proposals were considered. 

(1) Each dealer might restrict his 
delivery operations to a small area but 
deliver the brands of all dealers who 
previously operated in the area. In turn, 
each dealer would have the milk he 
previously sold to customers in areas 
respectively allocated to other dealers 
sold by them. This proposal was dis- 
carded because of the difficulties in- 
volved in handling several brands in one 
load. The plan was based upon the 
consolidated delivery plans employed 
by retailers. However, in the usual 
consolidated delivery plan, delivery is 
the only function performed for the sale 
has been consummated in the store. In 
milk delivery, selling effort accompanies 
the performance of the delivery function. 

(2) Another variant of this plan is 
the voluntary reciprocal exchange of 
customers between two dealers. Al- 
though this procedure could make for 
lower distribution costs, there is no 
certainty that customers would buy 
from the dealer to whom they had been 
transferred because other dealers would 
still operate in the territory. 

(3) These programs culminate in the 
allocation of exclusive territories to each 
dealer. This would grant an exclusive 
monopoly to one dealer to sell all the 
milk in a given area. Its effects on 
distribution costs are unknown but it 
would deprive the consumer of the right 
to select his own dealer. This scheme was 
instituted in Great Britain, but in this 


country it was justly doubted that the 
advantages derived from the extension 
of the public utility concept to the milk 
business would sufficiently outweigh the 
many drawbacks. 

The division of a market into minute 
segments would be most onerous and cer- 
tain to lead to grave inequities. The 
quality of the product and service would 
tend to decline. Instead, an attempt was 
made to achieve greater efficiency with- 
out disrupting the fundamental pattern 
of the milk business. 

Special deliveries. It may seem in- 
conceivable now that it required a 
national emergency to eliminate the 
practice of special deliveries. The custom 
had arisen of making special deliveries 
to any person who would telephone. 
Dealers assumed considerable expense 
to furnish a small percentage of cus- 
tomers with this service. Many surveys 
showed that a small group of persons 
were habitually availing themselves of 
this service. Dealers would fulminate 
against this practice, but until the war 
emergency they feared to abandon it. 
An O.D.T. ruling in 1942 prohibited 
special deliveries and this halted the 
practice in those markets which had not 
adopted it voluntarily. 

Daylight delivery. Another ancient 
practice which many companies planned 
to eliminate was the early morning de- 
livery. The assumption had always been 
made in the trade that milk had to be 
delivered before breakfast. Since the col- 
lection of bills and sales activity consti- 
tute an important aspect of the route- 
man’s functions, he was obliged severa! 
days a week to retrace his route a second 
time in order to make collections and so- 
licit business. 

The venerable practice of two trips a 
day entailed higher delivery costs. Be- 
cause a substantial part of the driver’s 
time was employed in making a second 
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trip, less of it could be utilized in per- 
forming the delivery function. 

Under daylight delivery, the driver 
would perform delivery, sales, and col- 
lection functions as he went along. This 
obviated the necessity for a second trip, 
reduced route mileage sharply, and made 
more time available for the delivery 
function. Actually, sales activities were 
generally curtailed and more emphasis 
was placed on enlarging route loads. 
Another factor making for larger loads 
was the effect of expanded purchasing 
power on milk consumption. This in- 
creased deliveries per customer and the 
sales density per route. 

The effect of these changes in distri- 
bution in an Eastern market is shown 
in the following table:!® 


Taste III. Comparison or Route OPERATION 
FOR 6 DEALERS, 1942-1943 


Per- 

centage 

—_— 7943 Relation 

"43 to'42 
Number of routes . 41,072 1,051 98.0 

Total number of cus- 

ee 311,232 327,297 105.2 
Customers per route .. 290 311 107.2 
Quarts of milk per day. 325,073 377,031 116.0 
Quarts per route per day 303 359 «=—«118.5 
Quarts percustomer.... 1.044 I.1§2 110.3 


The number of routes declined 2 per 
cent while the total volume handled 
increased 16 per cent. The growth in 
volume was caused by a greater number 
of customers in the market and greater 
daily purchases per customer. The aver- 
age route load was increased about 18 
per cent. 

Order 17. In February 1943, Order 11 
was issued. This was a comprehensive 
regulation designed to reduce waste and 
eliminate some duplication. 

The order stated that bottle deposits 
should be charged. In a great number of 
markets deposits had been charged for 
years. In others, the bottle deposit plan 


#9 A compilation of unpublished data. 


was inaugurated only after the emer- 
gency had started or Order 11 was 
issued. The following table makes clear 
that excessive bottle losses can be in- 
curred by failure to charge a deposit. 


Tas.e IV. Inritvence or Amount or Store Botte 
Deposit on Cost per Trip, 1939”° 


3 cent 1 cent no 
deposit deposit deposit 
Cost per bottle, cents .. 5.2215 §.221§ §.2215 
Trips per bottle ....... 60.42 35-79 9.00 
Cost per trip, cents..... 0.0864 0.1459 0.5802 


The sale of milk in containers of less 
than one quart except for consumption 
on the premises or in schools and fac- 
tories was also prohibited. The reason 
for this regulation is manifest. Some 
years ago, the Federal Trade Commis- 
sion stated that delivery in small con- 
tainers requires as much effort and 
handling as in the case of larger units. 
Stated in terms of quarts, “the cost of 
delivering milk products in bulk was 
about 1.61 cents a quart, in quart bottles 
4.69 cents, in. pint bottles 7.12 cents and 
in half pint bottles 13.66 cents per 
quart.” 

Return of unsold products, a great 
evil in the milk business, was prohibited 
by the requirement that a retail or whole- 
sale customer had to have a standing 
order which could not be changed with- 
out a day’s notice. 

Many retail stores carried as many as 
three or four brands of milk. They were 
interested in supplying the choice of 
their customers who might ask for one 
of several brands. These merchants were 
extending to milk the practice of having 
a multiplicity of brands on hand. 


20 Report Pertaining to the Cost of Distributing Fluid 
Milk for the Alameda County Marketing Area for the 
Year 1939 (Sacramento: State of California, Bureau of 
Markets, 1940). 

21 Federal Trade Commission, Distribution and Sale of 
Milk and Milk Products (Boston, Baltimore, Cincin- 
nati, and St. Louis, June, 1936) p. 173. 
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However, the handling of four brands 
of milk is more wasteful than the carry- 
ing of four brands of coffee by one retail 
store. Milk deliveries are made to stores 
every day. Each milk company makes 
its own deliveries while several brands of 
coffee may be carried by one wholesaler. 
Route studies had indicated that the 
principal factor making for lower dis- 
tribution costs on store routes was the 
volume of sales per stop. Thus, Dow ex- 
plains lower wholesale costs in Boston as 
compared with Maine by the fact that 
Boston distributors “had large whole- 
sales routes with relatively large volume 
per customer.”” The War Foods Ad- 
ministration provided that a retail mer- 
chant could carry only two brands of 
milk. The purpose was to eliminate 
wasteful duplication of service without 
excluding a milk dealer from any ter- 
ritory. 

Every-other-day delivery. After Pearl 
Harbor many milk dealers in various 
parts of the country voluntarily adopted 
alternate-day delivery. A survey con- 
ducted in 1942 indicated that roughly so 
per cent of retail milk delivery was on an 
every-other-day basis. In May, 1943, 
about two thirds of all retail delivery 
had been established on this basis. The 
O.D.T. in that month issued an order re- 
quiring all retail routes to operate on an 
alternate-day delivery schedule. As the 
name implies, deliveries are made every 
other day under this procedure. A two 
days’ supply is delivered at one time and 
only one half of the route is served on a 
given day. The distance covered by the 
route per day and the time required to 
deliver a given volume of milk are both 
reduced. 

Time is saved because the route man 
traverses less distance and makes larger 
deliveries per stop. The number of cus- 


2 Op. cit., pp. 616, 617. 


tomers served by the route can there- 
fore be increased. This makes possible 
the consolidation of routes and the re- 
duction of labor and vehicle require- 
ments. The Storrs Agricultural Experi- 
ment Station has studied the question of 
savings resulting from the adoption of 
every-other-day delivery. The following 
table summarizes some of this mate- 
rial.” 


TasB_Le V. ApproxIMATE Errects oF ALTERNATE-Day 
DELIVERY ON THE Use oF CRITICAL 
RESOURCES, 1943 


Per Cent Estimated Annual 
Item Reduc- Savings for 
tion Connecticut 

Gasoline....... 40 1,000,000 gallons 
ee 37 2,000 tires 
ee 44 46,000 quarts 
Equipment..... 40 §30 truck years 
OS Seer rere 30 970,000 man hours 


The adoption of every-other-day de- 
livery made possible substantial savings 
of various resources. This was of obvious 
benefit during the war period. But it also 
reduced monetary costs and suggests a 
way in which distribution economies can 
be retained in the postwar period. 

Savings resulting from alternate-day 
delivery have been substantial but vary 
from market to market. However, mone- 
tary savings are limited by the fact that 
delivery labor is paid wholly or chiefly 
on a commission basis. Savings are then 
restricted to vehicle requirements and 
that portion of delivery wages which 
is fixed. The Storrs study has demon- 
strated that on an input basis the 
handling of a 7oo quart load on alter- 
nate-day delivery is equal to that of a 
300 quart load on a daily delivery 
schedule.% The commission rate must be 
adjusted when larger loads are made 


23 R. G. Bressler, Jr., E.O. Anderson, D. A. Clarke, 
Jr., and E. N. Bilenker, Efficiency of Milk Marketing in 
Connecticut (Storrs: Agricultural Experiment Station, 
Bulletin 247, 1943), p. 18. 

4 Op. cit., p. 15. 
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possible by a more efficient route organ- 
ization which does not involve the ex- 
penditure of greater physical effort by 
route men. 


CONCLUSION 


It is apparent that milk distribution 
has undergone many changes in the past 
few years. The war emergency consti- 
tuted a kind of laboratory in which vari- 
ous marketing practices have been test- 
ed. It would be shortsighted on their 
part if the milk dealers were to consider 
all of these innovations as wartime meas- 
ures which will lose their raison d’etre 
with the return of peace. 

The salient factor contributing to low 
distribution costs is increased volume 
per route. The retention of alternate-day 
delivery would be a most effective way 
of achieving this aim on retail routes 
without drastic changes in the underly- 
ing pattern of the milk business. Various 
consumer surveys have indicated the 
willingness of housewives to accept this 
type of delivery after the war. On store 
routes, the present limitation on the 
number of milk dealers serving a store 
should be retained as a principal means 
of maintaining store route loads. This re- 


striction seldom prevents the consumer 
from obtaining the brand of milk he pre- 
fers; nor does it exclude a dealer from 
operating in any particular area. 

The other restrictions which have pre- 
vailed in the last few years have involved 
the curtailment of various services to 
consumers. The ban on special deliveries 
and the required charging of bottle de- 
posits should not be discarded. In many 
markets, however, it will be difficult to 
maintain these and other economies. 
Consumer attitudes, in part, but pre- 
dominantly those of dealers and the 
union will decide this question. The 
A.F.L. international union has adopted a 
resolution calling for the discontinuance 
of every-other-day delivery. Failure to 
arrive at some measure of common agree- 
ment on questions of this nature by one 
technique or another will gravely affect 
the postwar position of the milk indus- 
try. 

At the same time, intelligent men in 
the milk business are not contenting 
themselves with the continuance of cur- 
rent marketing economies. They are 
undertaking various analytical studies of 
of distribution functions so that more 
efficient distribution may be attained. 








REQUISITES OF A SUCCESSFUL SALES PROGRAM 


Dona_p R. G. Cowan 


Management Counselor 


Epitor’s Note: The author considers in some detail 
@ half dozen steps which are basic, and of especial im- 
portance as business now reconverts to a peacetime econ- 
omy, in a well developed sales program, 


PEEDY reconversion of business to 
S peacetime activity depends not only 
on plant transformation but also on 
prompt rebirth of its sales force. Already 
executives should have undertaken to ac- 
complish the following basic steps: (a) 
appraise the effect of basic market trends 
on the particular business; (b) develop 
products that satisfy market demand; 
(c) study the proper combination of 
products to sell; (d) choose the most 
effective and economical channels of dis- 
tribution; (e) select customers that are 
profitable to sell; (f) develop ways of re- 
building and revitalizing the sales organi- 
zation, and the supporting advertising 
program. 


APPRAISING THE EFFECT OF 
Basic MARKET TRENDS 


Important changes took place in our 
markets, both before and during the war, 
and it is desirable for the individual cor- 
poration, whether selling directly or in- 
directly to ultimate consumers, to give 
attention to the fundamental factors 
affecting the markets for consumers’ 
goods and for industrial goods. These 
are: population and its changing char- 
acter; regional shifts in population and 
income; redistribution of wealth and in- 
come; savings. 

Population and its changing character. 
The natural growth of population has 
been gradually slackening. From 1920- 
1930,.the United States population in- 
creased 16.1 per cent, while from 1930- 


244 


1940 it increased only 7.2 per cent. In the 
same period the birth rate declined from 
24.2 per cent to 17.9 per cent per 1000 
people. Coupled with this, there is a 
tendency for the average age to increase 
and for the population to become divided 
into more and smaller family units. 

For the individual firm, the interpreta- 
tion of these population changes is very 
important. Business can not depend up- 
on increasing population to provide im- 
mediate expansion in markets. On the 
other hand, increasing average age tends 
to develop demand for goods of conserva- 
tive style, providing comfort and con- 
venience. The decline in family size 
affects the home, its equipment, and the 
retail trade serving family needs. 

Regional shifts in population and in- 
come. War activities brought further re- 
gional shifts in population and income. 
The growth of city population and the 
migration of rural people to industrial 
centers were accelerated. In addition, 
the uneven distribution of war produc- 
tion caused some population centers to 
expand more rapidly than others. 

After June, 1940, the East North Cen- 
tral States, comprising Ohio, Indiana, 
Illinois, Michigan and Wisconsin, re- 
ceived almost 32 per cent of all war con- 
tracts despite having slightly more than 
20 per cent of the country ’s total popula- 
tion. As a result, this area’s proportions 
of the total population and bank depos- 
its increased. Now that the war is over, 
many people are likely to stay where 
they have moved, and this will increase 
the demand for consumers’ durable 
goods and for the construction of new 
homes, schools, churches, shopping dis- 
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tricts, and transportation facilities. 

Redistribution of Wealth and Income. 
The tendency for wealth and income to 
be more evenly distributed was acceler- 
ated by the war and is certain to have 
important effects on consumption in the 
years ahead. Rising prices continue to 
reduce the purchasing power of fixed in- 
comes and savings. Corporate and per- 
sonal income taxes have drastically re- 
duced net incomes of high-income classes. 
On the other hand, wages and farm in- 
come have increased substantially even 
after allowing for income taxes and the 
cost of living. 

This sort of redistribution of income 
will change the character of the whole 
consumer market. It tends to increase 
the marriage rate, the building of homes, 
and the demand for consumers’ durable 
goods. It means a shift to mass produc- 
tion of large quantities of utility type 
goods, and the mass marketing of them 
through general stores and other large 
marketing organizations. Each firm 
should consider the effect of these trends 
on the price, sales volume, and charac- 
teristics of each of its products. 

Savings. The savings of workers and 
farmers which grew rapidly as a result of 
war time employment, wages, and re- 
strictions on spending should provide an 
important cushion for business now and 
in the days just ahead. As employment 
uncertainties pass, such savings are natu- 
rally used to build homes and to buy 
furniture, home equipment, and the like. 
An interesting phenomenon has been the 
relatively greater increase in savings of 
the low income areas of the United 
States, as a result of which savings are 
more evenly distributed geographically 
than in the past. 

Factors affecting the markets for indus- 
trial goods. There are both favorable and 
unfavorable factors in the market for in- 
dustrial goods.! Favorable factors include 


the rapid wearing out of equipment of 
many kinds which necessitates heavy re- 
placements. The railways, for example, 
have been carrying much more traffic, 
with less rolling stock. But the increased 
speed which has made this accomplish- 
ment possible has been wearing out cars, 
locomotives, rails, and other equipment 
at an unprecedented rate. Similarly , wear 
and tear was enormous both in factories 
and on farms, with inadequate replace- 
ment during the war. The improvement 
of machinery is also a factor to be con- 
sidered. Competition will put the out- 
moded plant at a disadvantage from a 
cost standpoint. On the farm, we are on 
the threshold of a widespread expansion 
of mechanization and electrification. 

The unfavorable conditions should al- 
so be considered. Whether the large re- 
placement of producers’ goods is going to 
take place promptly hinges largely on the 
extent to which industries have succeed- 
ed in accumulating adequate reserves 
for repairs and new additions to plant 
and equipment, and on general business 
conditions. 

Other disturbing factors are: the time 
lag involved in reconversion of some 
plants; overexpansion of some raw ma- 
terial producers and many fabricators; 
the readjustment of war-expanded plant 
departments to a peace time basis; Gov- 
ernment ownership of some competing 
plants; the unusual severity of plant and 
labor adjustments in some geographic 
locations; higher production costs and 
difficulties in reducing them because of 
legislation and union contracts fixing 
wages, hours, and conditions of work; 
the uncertain and temporary nature of 
export markets unless imports are al- 





1 Industrial goods are to be distinguished by the fact 
that they are sold to other business organizations for 
use in further production or the rendering of services. 
A few examples are: steel, aluminum, lumber, paper, 
machine tools, automobile parts, chemicals, engines, 
and steel rails. 
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lowed to pay for exports in the long run. 

Sales executives are responsible for in- 
terpreting the effect of these and other 
basic changes in demand upon the busi- 
ness of the individual concern, thus en- 
abling its management to readjust its 
policies. 


DEVELOPING Propucts THAT 
SatisFy MARKET DEMANDS 


The developing shift from a seller’s to 
a buyer’s market emphasizes the need for 
careful scrutiny of the commercial char- 
acteristics of many slow-moving prod- 
ucts, of products coasting on their past 
consumer acceptance, and of new untried 
products of the laboratories. 

Normally, all products undergo a proc- 
ess of evolution in their characteristics 
as a result of technical improvements in 
production and changes in demand, and 
not infrequently the former get out of 
step with the latter, sometimes too far 
ahead for prompt market acceptance, 
more frequently too far behind. Nothing 
is more important than the continuous 
harmonizing of the product’s character- 
istics with demand. 

Many industrial concerns are actively 
considering, or have definite plans for, 
the utilization of their excess plant capac- 
ity in the making of new or improved 
products. This decision should not rest 
solely with the plant executives, engi- 
neers, and laboratory technicians be- 
cause they are apt to build only their own 
ideas into the product, with greater con- 
sideration for problems of manufacturing 
than marketing. The history of product 
development has demonstrated time and 
again that some of the best engineered 
products may prove to be expensive com- 
mercial failures. 

In each corporation the development 
of new products requires close coopera- 
tion among sales, engineering, and oper- 
ating authorities, with 2 very substantial 


amount of guidance from marketing re- 
search. 

Some of the decisions to be made de- 
pend upon answers to the following ques- 
tions. Which offers the largest profit 
possibilities for the product, the low- 
priced mass market or the high-priced 
class market? Are the product’s charac- 
teristics as well adapted as possible to the 
chosen markets? How may the charac- 
teristics of new or improved products be 
made to accord with market preferences? 
How may these products be kept abreast 
of changing preferences? What frills need 
to be added to a product to satisfy buy- 
ers, or eliminated in order to avoid the 
criticism of being unessential or “not 
worth the money”? How far should econ- 
omy in ingredients be practiced while 
maintaining or increasing the buyer’s 
preference for the product? 

What selling arguments will prove 
most effective for the sales organization 
to use in promoting the product’s sales? 
Similarly, what are the most effective 
advertising appeals to use? How much of 
the trade preference for a particular pro- 
duct is inherent in quality, and how 
much is due to past or present selling and 
advertising effort? To what extent should 
the price of the product depend upon 
preference for it rather than upon cost of 
production? What type of package, if 
any, should be devised in order to satisfy 
both practical and aesthetic desires? 

In working with product development 
engineers, sales executives have three im- 
portant responsibilities. 

First, they should provide the general 
dimensions of the market for a new prod- 
uct, thereby helping to determine 
whether expenditures for technical de- 
velopment and, later, for plant facilities 
to supply a cultivated market, should be 
undertaken. This may involve studies of 
various kinds of market information, 
sometimes adaptable from governmen- 
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tal and other sources, but more fre- 
quently obtainable only by first-hand 
surveys of various kinds. 

Second, they should indicate the seg- 
ments of a market which may be culti- 
vated profitably, and should guide the 
technician in developing the most suit- 
able product for this purpose. The mar- 
ket for any product is really a group of 
markets, some larger than others. For in- 
stance, a lower priced automobile, wash- 
ing machine, or radio will sell in large 
quantities to the mass market comprising 
the low income groups, whereas, more 
expensive varieties of these products will 
be bought only by the higher income 
groups which, because of their smaller 
numbers, will provide less volume. 

Decisions as to price and quality of the 
product to be developed make very im- 
portant differences in the probable sales 
volume, plant-size needed, and the effec- 
tive promotional methods and advertis- 
ing media to be used. The mail order 
houses and chain stores sell products to 
the mass market; the New York Fifth 
Avenue stores handle merchandise pos- 
sessing qualities, styles, and frills which 
appeal to the higher income groups. 
Clearly, marketing executives should 
carry a serious responsibility in helping 
to choose the more profitable markets 
and in providing such information about 
the product requirements of those mar- 
kets. 

Third, they should employ the estab- 
lished techniques for measuring the 
acceptability of a consumer product’s ap- 
pearance, touch, taste, odor, or sound, 
and an industrial product’s quality of 
materials, design, performance, economy 
in use, and other considerations. These 
characteristics may be ranked according 
to their importance, thereby providing 
specific information of inestimable value 
in developing selling and advertising ap- 
Ppeals. 


In shouldering these responsibilities, 
sales executives should give continuing 
attention not only to old and new prod- 
ucts, but to products in different stages 
of development. The elimination of un- 
necessary “‘frills’’ may alone cover the 
cost of the market tests. Willingness to 
pay for “extras” may be measured. 
Studies of product preferences provide a 
common ground of factual information 
for product development and subsequent 
sales development. The same desirable 
characteristics which the skillful chemist 
tries to build into his product provide for 
selling and advertising appeals. 


STUDYING THE PRoPpER COMBINATION 
oF Propucts To SELL 


In seeking future output for plants, in- 
dustrialists are tempted to make prod- 
ucts that may be easily produced with 
the same machinery without giving ade- 
quate attention to the marketing prob- 
lem thus created. It is often mistakenly 
assumed that the sales organization may 
add the new product to the line without 
much additional cost and with an in- 
crease in profits. 

For example, the same machines may 
make flat rolled steel into both filing cab- 
inets and kitchen cabinets, but that is no 
reason why the same sales organization 
should sell both. In fact, each type sells 
to an entirely separate market. If the file- 
cabinet salesmen are asked to sell kitchen 
cabinets, the previous time spent on be- 
half of file cabinets is certain to be re- 
duced because the home building and re- 
novating trade and the office equipment 
trade are entirely separate. Obviously, 
the sales force must be expanded. This is 
not an extreme case. Some firms are con- 
sidering the handling of products that are 
ill-adapted to either their plant or sales 
organization. 

Among a group of products sold by the 
same sales organization, selling costs 
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differ because some are sold in larger 
quantities, some more frequently, and 
some to a more restricted group of cus- 
tomers than the general line. Also, some 
products require more expensive packag- 
ing and more careful handling. As a con- 
sequence, studies show that the cost of 
selling some of a firm’s products is three 
to four times greater than that of the 
product requiring the lowest selling cost. 
This should necessitate the establish- 
ment of different markups above plant 
costs and different discounts. 

A still further problem is the natural 
tendency of salesmen to put their effort 
behind the products which sell easily and 
to neglect those which require more effort 
or which they are not experienced or well 
trained to sell. Moreover, competitors 
may be selling a similar product advan- 
tageously as one of a more suitable com- 
bination of products. On the other hand, 
when the seasonal sales of different prod- 
ucts complement each other rather than 
coincide, there is a great advantage. A 
related question is whether to employ 
specialty salesmen entirely, to employ 
them only in the cities, or not to use them 
at all. 

It becomes clear that the task of 
broadening a firm’s line of products is 
often very complex. Extreme caution 
should be exercised and thorough studies 
of the selling problems involved should 
be made before production of additional 
products is undertaken; otherwise costly 
mistakes will be made. 

The following questions are among 
those which should be raised concerning 
the addition of a new product to the line. 
Will it sell to the same customers as the 
company’s other products, or will it be 
sold to different classes of customers, 
thus requiring an extension of the sales 
force? Will it sell in different quantities 
and frequencies thus necessitating differ- 
ent markups to cover cost? Does it re- 


quire special handling? Must the sales- 
men be given a new set of facts about the 
product and be trained in new selling 
methods? Will it necessitate the use of 
specialty salesmen? Do competitors have 
an advantage because of a more uniform 
line of products? Does its seasonal and 
cyclical sales peaks help to offset the op- 
posite tendencies in other products? 
Sometimes reduction and simplifica- 
tion of a line of products will cause an in- 
crease in volume and profits. Odd sizes, 
shapes, and formulas are expensive to 
make because of the small volume sold to 
a few insistent customers. The war tended 
to encourage or require simplification in 
many industries. But, simplification of 
the line of products has proved to be a 
profitable policy in peacetime production 
and marketing. Likewise, having too 
many brand names for essentially the 
same product confuses customers, makes 
the salesmen’s task more difficult, and 
necessitates much larger expenditures for 
advertising. From every angle, the line of 
products is indeed an important field in 
which management should explore the 
facts before making hasty decisions. 


CHOOSING THE CHANNELS 
oF DISTRIBUTION 


Most firms have experienced changes 
in the channels through which their 
goods are distributed and, not infre- 
quently, these changes force painful ad- 
justments upon lethargic sales manage- 
ments. Whether to sell to chain stores, 
department stores, or co-operatives, is a 
question which harasses sales executives. 
Should present manufacturers’ agents, 
distributors or jobbers be retained, or 
should they be displaced by a company 
controlled branch sales organization? 

Help in reaching a decision whether to 
displace the independent jobbers by a 
system of company-owned branch ware- 
houses may be obtained by developing 
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answers to the following fundamental 
questions. Is it necessary to establish or 
control your wholesale outlets in order to 
develop adequate distribution? Has your 
top management the knowledge and 
ability to make a success of your own 
widespread warehouse outlets, in case 
you have them? Have you the financial 
resources to establish warehouses, in- 
ventories, sales staffs, and credit, and to 
carry the market risks incurred in busi- 
ness fluctuations? 

Will your marketing expense be less 
than the total margin you must allow the 
jobber for selling a satisfactory volume of 
your products? Can you supply the com- 
plete line of products needed by the job- 
bers’ customers, or will your incomplete 
lines make it necessary for those custom- 
ers to buy from the jobber anyway? Even 
if you have an incomplete line of goods, 
are your products sold in large enough 
volume to warrant establishing your own 
warehouse facilities, or would the job- 
ber’s volume be sufficiently larger to pro- 
vide substantially lower expense per dol- 
lar of sales? 

Do dealers and other customers re- 
quire specialized technical services when 
buying your products—services which 
you may provide more effectively than 
jobbers? Do jobbers’ customers really 
want to buy your products directly from 
your warehouse? Do any of your compet- 
itors practice direct marketing of their 
products with methods superior to those 
of your jobbers? Can you offer credit as 
effectively and as economically as job- 
bers? Will your warehouse sales manager 
have as much information about market 
opportunities, day by day, as the job- 
bers? Are your jobbers tending towards 
greater diversification of products han- 
dled? 

The choice of marketing channels is a 
very important consideration because it 
establishes the level of distribution costs 


for long periods of time and often deter- 
mines the difference between large and 
small volume. 


CuHoosinc CusToMERS THAT ARE 
PROFITABLE TO SELL 


Even though the channels of distribu- 
tion may be established correctly, the 
choice of profitable customers has often 
been neglected. Many firms have blindly 
laid down the rule that every type of 
buyer must be systematically contacted, 
and have closely supervised their sales- 
men to see that this was done. This policy 
of complete trade coverage, which caused 
nearly the same expenditure of effort 
upon potentially large and small buyers 
and upon different types of customers, is 
both costly and unprofitable. 

Studies have shown that, in most lines, 
a small group of the buyers may account 
for one half or more of the sales volume, 
and that, on the other hand, one quarter 
of the customers may buy as little as five 
per cent of the total volume. Losses are 
often incurred in competing for small or- 
ders and for the business of certain types 
of buyers. 

Sales executives who care to tackle this 
problem seriously, might raise these 
questions. How much does it cost to so- 
licit each customer’s business in a year, 
considering the actual number of calls 
made? What is the amount of other ex- 
penses associated with doing business 
with each actual or potential customer? 
How much volume and gross profit were 
obtained from these customers? How 
much was the net selling profit or loss? 

When solicitation expenses and gross 
profits, associated with each customer, 
are matched together, it becomes obvious 
that the apportionment of effort to cho- 
sen customers is of fundamental influence 
in a corporation’s profits. Studies have 
shown that salary and travel expenses 
per call range from $10 in selling some 
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industrial goods to as little as 50 cents in 
selling consumer goods, the latter requir- 
ing short frequent calls. 

Industrial goods salesmen are usually 
too expensive to use in selling added lines 
of products to jobbers and retailers. But 
both classes of salesmen may be calling 
too frequently on some customers and 
not frequently enough on others, the 
guiding factor being customer potentials 
for volume and gross profits. It is an in- 
teresting fact that weak salesmen often 
gravitate into soliciting weak customers, 
meaning those with small capital, re- 
stricted markets, low management abili- 
ty, poor credit, and plenty of time to 
talk. 


REBUILDING AND REVITALIZING THE 
SALES ORGANIZATION 


Having studied markets, developed 
good products, balanced the product- 
line, and chosen the best channels of dis- 
tribution and the more profitable cus- 
tomers, the most important task left is 
to rebuild and revitalize the selling effort. 
The following are some of the necessary 
steps to be taken by management. 

First, reconsider the geographic distri- 
bution of the market in order that selling 
effort may be allocated in proportion to 
the potentials in different areas. It will 
prove very helpful to analyze the region- 
al conditions which affected prewar sales. 
Among the regional factors to be con- 
sidered in selling goods dependent on the 
consumer market are the number of peo- 
ple, the growth and decline of popula- 
tion, the shifts of industries and purchas- 
ing power which were caused by the war, 
the relative importance of many differ- 
ent consumer groups, the topographical 
conditions, competition, and so on. 

In selling industrial goods, regional lo- 
cation of the different kinds of industrial 
plants, freight rates and the like, are 


important considerations. Management 
must determine proper boundaries of the 
so-called sales areas, regional sales po- 
tentials and quotas, economical expendi- 
tures for salesmen, advertising, ware- 
houses and the like. 

For example, a study of geographic 
distribution of stokers indicated that 
there were five important and several 
minor influences on stoker sales from 
state to state. The five important factors 
are as follows: the longer and more se- 
vere the winter, the greater the desire to 
use stokers; the higher the price of fuel 
oil per gallon, the larger the number of 
stokers which can be sold; the lower the 
price of stoker coal per ton, the easier it 
is to sell stokers; the higher the price of 
gas per therm, the more stokers are de- 
sired; the higher the incomes, the higher 
the sale of stokers. 

The measurement of regional poten- 
tials is important in a number of ways. 
The sales manager gets a proper measure 
of the fundamental factors influencing 
regional markets and, with confidence, 
can disregard unimportant factors or ali- 
bis for low volume in particular areas. On 
a comparatively new product, opportu- 
nities for added volume may be found in 
regions which the industry as a whole has 
overlooked. Once the factors have been 
evaluated, estimated potentials may be 
established for counties, towns, trading 
areas, or the natural selling areas of an 
individual firm. A knowledge of why the 
industry’s sales in certain areas tend to 
be high or low permits sales effort, as 
well as promotional and advertising cam- 
paigns, to be apportioned to each region 
according to its potential. 

Second, in some sales organizations the 
routing of salesmen is important in the 
conservation of time and energy, and in 
attaining the maximum number of calls 
and amount of time spent on customers 
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each day. Some of the controlling factors 
are the travel time in country and city 
territories and the waiting and interview 
time required by different sizes and type 
of customers. 

One study of 25 food salesmen indi- 
cated that 43 per cent of their time was 
spent in travel and miscellaneous activi- 
ties, 16 per cent in waiting, and 41 per 
cent in selling. Obviously, the aim should 
be to organize salesmen’s territories so as 
to minimize the time spent with cus- 
tomers. The elimination of unnecessary 
reports and extraneous activities is also 
important. 

Third, the caliber of the sales force will 
again attain its place of importance in 
successful peacetime selling. Some spe- 
cific questions pertaining to sales person- 
nel which require early answers by man- 
agement are the following. How many 
salesmen did you lose during the war? 
How many have returned and how many 
more are likely to return to you? To 
what extent is your organization going to 
require new recruits? What are your 
plans for the recruiting and training of 
your sales staff? 

How is your sales training organized? 
What teaching aids are to be used—lec- 
tures, movies, training manuals, super- 
vised calls? What are the best interview 
techniques for the types of trade to be 
covered? Will the qualifications and 
training of your salesmen differ from 
those of the prewar period? Will your 
new products, if any, cause changes in 
these respects? Will new types of cus- 
tomers necessitate an alteration in the 
training of your salesmen which will 
serve the interest of the company better? 

Which will serve the best interests of 
your company, a salesman’s compensa- 
tion plan based essentially on salary or 
one based on commission? What should 
be your normal level of compensation 
under the plan selected? Do you have 


different products and customers requir- 
ing the employment of different types of 
salesmen? 

The firm which chooses its salesmen 
according to proved patterns is likely to 
be more successful. Although aptitude 
testing in hiring men is still in the experi- 
mental stage, some simple procedures 
and tests may be developed. One firm 
discovered that the rating put upon pro- 
spective salesmen by the instructors dur- 
ing a preliminary training course proved 
to be a reasonably dependable measure 
of their later productivity and eventu- 
ally adopted the plan of weeding out the 
failures at this early stage. It was also 
found that the young salesmen who con- 
tinued their education in night school 
had greater perseverance and success in 
selling. 

Some firms make no effort to train 
their salesmen, hoping by the process of 
elimination to raise the caliber of their 
sales forces. Others may have elaborate 
training procedures with less turnover in 
personnel. In addition to product infor- 
mation, the training program should be 
broadened to include actual selling meth- 
ods. Measuring the effectiveness of inter- 
view methods by the resulting sales 
volume, one firm discovered that five 
methods were very important. None of 
these was observed in 20 per cent of the 
salesmen’s interviews, one in 25 per cent, 
two in 26 per cent, three in 17.per cent 
and four in only 5 per cent. Yet, where 
four methods were used, the orders ob- 
tained were nearly five times larger than 
where they were neglected. Accordingly, 
a training program was developed for the 
purpose of raising the interviews made 
by all salesmen to the level of the best. 

Methods of compensating salesmen al- 
so deserve careful consideration. The 
comparative merits of straight salary, 
salary and bonus, drawing account and 
commission, should be related to other 
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aspects of selling a company’s line of 
products. Straight salary may have the 
effect of promoting customer goodwill 
but, at the same time, lethargic selling. 
Straight commission may emphasize 
“spot” selling but may destroy customer 
goodwill. 

Of a broader but even more important 
nature is the basic motivation of general 
and regional sales management. Some 
companies are satisfied to measure sales 
performance according to sales volume 
either in dollars or physical units. This 
method places a premium on selling the 
large volume products which often com- 
mand a lower rate of profit. Instead, 
some progressive companies rate their 
sales organizations according to net prof- 
its earned, thus requiring them to bal- 
ance volume, gross profit rates on differ- 
ent products, and selling expenses on 
different products, and customers in the 
most advantageous manner possible. 
One firm ascribes its survival during the 
depression of the Nineteen Thirties to 
the adoption of a plan whereby the sales 
organization was motivated to earn net 
profits. 

Space does not permit the discussing 


of other selling problems. Management 
must reach many decisions regarding the 
use of general line and specialty sales- 
men, the use of newspaper, magazine, 
radio, and point of sale advertising, the 
coordination of selling and advertising, 
the establishment of prices, quantity dis- 
counts and the like. 

Assuming that decisions have already 
been made regarding products to be sold 
and customers to be contacted, the 
building and motivating of a sales organ- 
ization requires many steps, such as the 
proper selection of new personnel, the 
training of the new force and the revital- 
izing of the old, the adoption of plans to 
focus selling effort on selected customers 
and to increase the time of salesmen 
spent in direct selling contacts, the ap- 
plication of the most effective interview 
techniques, the setting up of adequate 
compensation plans, and the establish- 
ment of adequate supervision, controls, 
and measures of performance. In all its 
phases, this major task offers the oppor- 
tunity for imagination and study to the 
end that the new sales structure may 
emerge on the most efficient and profit- 
able basis. 
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WHAT SHALL WE DO WITH SURPLUS FOODS? 


FREDERICK V. WAUGH* 
Iowa State College 


Epitor’s Note: The proposal to subsidize the food con- 
sumption of the great mass of families getting low incomes 
raises important problems, among which would be: the 
matter of estimating the total cost and the question as to 
which classes of people would bear the burden of the sub- 
sidies, the effects of the program on the wise utilization of 
productive agents and its probable ultimate success or fail- 
ure in meeting the problem of bringing uncontrolled (or 
controlled) production and subsidized consumption into 
balance, and the probable effects upon the American sys- 
tem of the governmental controls required. 


T DOES not take much of a prophet to 
I see the possibility of difficult surplus 
situations within the next few years. We 
must be prepared to meet these situa- 
tions. We must have a program which 
will not only keep farmers from bank- 
ruptcy, but which will also make the 
best use of whatever food supplies we 
may have. 


THE LIKELIHOOD OF Foop SuRPLUSES 


In a very real sense we never have had 
a general food surplus; that is, we never 
have had more food than people wanted 
and needed. In the depths of the agricul- 
tural depression, one-third of the people 
of the United States needed more food. 
The situation in other parts of the world 
was even less favorable. The Hot Springs 
Conference focused the world’s attention 
upon the need for more food. 

In 1932, we did not have a surplus 
above the needs of consumers; but we 
did have a surplus above the amount 
they could afford to buy at a price that 
would give the farmer a fair living. Will 
we have similar surpluses again? My own 


* This paper was written while the author was on 
leave from the War Food Administration. It presents 
the author’s own personal views about the marketing 
of food surpluses. Neither the War Food Administra- 
tion nor Iowa State College is in any way committed 
to carrying out the kinds of programs suggested. 


opinion is that we will. Agricultural pro- 
duction was increased 30 per cent during 
the war. This increase was an essential 
part of the war program. We had to have 
more food to supply our military forces, 
to provide our Allies through Lend- 
Lease, and to satisfy our own people who 
had more money to spend than ever be- 
fore. 

How far the market demand for food 
will eventually decline depends upon 
many factors: the business and employ- 
ment situation in this country, the ex- 
port situation, the price level, taxation 
policy, and so on. Under favorable con- 
ditions, the demand for food might not 
fall much; with unfavorable conditions, 
it might decline severely. 

What about food production? When 
demand falls off, will there be a propor- 
tional drop in food production? I doubt 
it very much. This is not the proper place 
for a detailed analysis of agricultural 
production problems. Perhaps it is 
enough to say that there are two main 
reasons for doubting that agricultural 
production will decline in proportion to 
the decrease in demand. 

First, it is a well-known fact that agri- 
cultural production expands quickly as a 
result of high prices, but that it contracts 
very slowly (if at all) as a result of low 
prices. Second, Congress has directed 
that prices of most farm products be sup- 
ported for at least two years after the 
war at levels at least as high as go per 
cent of the 1910-1914 “parity” levels. 
There is little prospect of a general re- 
duction in food output as long as farm 
prices are supported at these levels. 

One way of equating production and 
demand is through a program of com- 
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pulsory reduction in food output. But 
such a program would be unpopular with 
farmers and consumers alike. Moreover, 
it probably would be unsuccessful unless 
it used more coercive measures than were 
used in the past. It probably would be 
necessary to regulate the details of farm 
operations and also to have an elaborate 
system of marketing quotas. 

Thus, it seems likely that farm output 
will stay near the present high levels and 
that sooner or later demand will fall sig- 
nificantly. The drop in demand may be 
postponed for a while by shipping large 
quantities of food abroad for relief pur- 
poses. But this will only postpone the 
surplus problem. Food surpluses will 
bother us again. It is not too early to 
prepare to deal with them. 


Lessons FROM Past EXPERIENCE 


The governments of most agricultural 
countries got plenty of experience deal- 
ing with food surpluses during the past 
fifteen years. We have learned something 
from this experience. Among the impor- 
tant lessons are the following: 

1. Price fixing alone will not work. If 
the price is set too high, consumption 
declines and the surplus situation is 
worse. 

2. Government purchasing alone is not 
a permanent cure. The government must 
dispose of its purchases in some way. 

3. Storage stocks should not be built 
up indefinitely. Abnormally large stocks 
depress prices. 

. Export dumping is a dangerous 
game if it is used as a means of cut- 
throat competition to take away the 
market from foreign producers. It tends 
to encourage international price cutting 
as well as retaliatory tariffs and import 
quotas. 

5. Destruction or waste of food will 
get rid of surpluses, but such policies are 
deservedly unpopular both with farmers 


and with consumers. Food should not be 
destroyed or wasted when there is a need 
for it. 

6. The only real and permanent solu- 
tion is that of bringing production and 
consumption into balance; either by 
lowering production or by increasing 
consumption. 

7. Any measures that are adopted to 
bring about this balance between pro- 
duction and consumption will have far- 
reaching effects on all groups of society. 
Farmers, of course, will be benefited by 
any program that is successful in’ main- 
taining a fairly high and fairly stable 
level of farm income. The consumer will 
obviously fare better, however, if this is 
done by expanding consumption and 
maintaining a high rate of production 
rather than by reducing food supplies. 

8. Our major effort should be to in- 
crease food consumption—not only as a 
means of avoiding surpluses, but as a 
means of improving the diets, health, 
and efficiency of the people. 


EpucaTIon, PuBLicity, AND 
SELLING CAMPAIGNS 


The consumption of milk and fresh 
vegetables increased substantially dur- 
ing the past twenty-five years. This was 
largely the result of research and educa- 
tion. Many consumers have learned the 
nutritive value of those foods. This has 
not only benefited the consumer; it has 
also developed a big new market for 
these important farm products. A strong 
research and educational program can 
make even greater changes in distribu- 
tion in the future. 

Important as these efforts are, they 
will not completely solve the problem of 
food surpluses. There are two reasons for 
this. First, research and education ordi- 
narily do not enable the consumer to buy 
more food; they merely help him decide 
what to buy. Second, research and edu- 
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cation will bring about slow, steady in- 
creases in the consumption of certain 
foods; but special programs may be 
needed to induce consumers to make 
quick adjustments in their diets to take 
advantage of temporary surpluses. 
Research and education in nutrition 
should be strengthened, and, in addition, 
special attention should be given to in- 
tensive campaigns to help consumers 
make quick adjustments in diets—ad- 
justments that will give them more nu- 
trition for the dollar spent, and that will 
move surpluses into consumption. Such 
campaigns will require the wholehearted 
cooperation of the food trades, especially 
the retailers who are in a strategic posi- 
tion to influence consumer purchases. 


Direct ASSISTANCE TO 
UNDERNOURISHED Groups 


Poor nutrition is mainly due to two 
factors; ignorance and lack of purchasing 
power. Research and education can help 
overcome ignorance. The only real solu- 
tion to low purchasing power is to find 
some way of maintaining a high rate of 
industrial activity, full employment, a 
high national income, and a fairly even 
distribution of income to all groups of 
the population. If these objectives could 
be fully reached and if we had an ade- 
quate program of research and educa- 
tion, we might nevermore have unsal- 
able surpluses piling up on the farms and 
in the warehouses while large groups of 
consumers were underfed. But this is a 
large order. 

There is not yet any universal approv- 
al of any specific program for reaching 
these objectives. In fact, there is a good 
deal of difference of opinion as to how 
far the Government should be respon- 
sible for managing the economy in such a 
way as to maintain full employment. I 
don’t propose to go into these problems 
in this paper. For my purpose it is 


enough to recognize that in the immedi- 
ate future we may not have full employ- 
ment at high wages for everyone all the 
time. For that reason we must stand 
ready to help those groups that are not 
able to buy enough good food. 

Here we can, and should, build upon 
the pre-war experience with school 
lunches, distribution of food to relief 
families, and the Food Stamp Plan. 
These programs accomplished a great 
deal before the war—both as a means of 
improving diets and as a means of ex- 
panding the market for farm products. 
We should be prepared to do an even 
better job now. 

The School Lunch Program continued 
throughout the war, but it will need to 
be expanded if it is to reach all the chil- 
dren whose diets are deficient. Probably 
we could well afford a free school lunch 
for every school child in the United 
States, regardless of the economic status 
of his parents. Perhaps this is almost as 
much a public responsibility as free 
schools and free textbooks. In any case, 
the school lunch program should be ex- 
tended to reach more children. This will 
require ‘he cooperation of local, State, 
and Federal agencies. 

In addition to school lunches, we will 
need a program to improve the diets of 
families with low per capita income; that 
is, to help those families that cannot 
afford to buy the foods needed for a mini- 
mum adequate diet. Even with today’s 
postwar prosperity there are millions of 
such families. How can we help them get 
more and better food? 

The Food Stamp Plan was one way. 
It was a good plan, but it was not entire- 
ly adequate. It did not reach millions of 
low-income families that needed help, 
and it did not provide diets which were 
fully adequate from a nutritional stand- 
point. 

I think the answer may be some form 
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of “food allotment” program which 
would enable any family to buy a mini- 
mum diet. Congress is now considering a 
food allotment bill. Essentially, the al- 
lotment is the amount of money required 
to buy an adequate diet at minimum 
cost. This amount will vary with size of 
family, with regions of the country, and 
with other factors. The purpose of the 
program is to give any family enough 
purchasing power to obtain its allotment. 

I believe that some form of food allot- 
ment program has very real possibilities 
as a nutrition measure and as a means of 
maintaining a large outlet for farm prod- 
ucts. To accomplish as much as possible 
along both of these lines we must deal 
carefully with two main problems: (1) 
the program must be attractive enough 
to induce voluntary participation by 
most of the families needing it; and (2) it 
must be effective as a means of increas- 
ing food consumption. 


A Foop ALLOTMENT PROGRAM 


The Aiken-La Follette Bill would au- 
thorize the Secretary of Agriculture to 
sell a complete book of food coupons of 
sufficient value to cover the cost of the 
complete allotment; charging partici- 
pants some fraction (perhaps 40 per 
cent) of the family income. 

For example, at present prices the al- 
lotment might cost about $15 a month 
for each person, or $60 a month for a 
family of four persons. A family of four 
with an income of $100 a month could 
buy $60 worth of food coupons for $40. 
The same book of coupons would cost 
$50 if the family of four had a monthly 
income of $125, and it would cost $60 if 
the income were $150. Obviously the 
family of four with an income of $150 
would get no advantage from such a pro- 
gram and would not participate. But the 
family of four with an income of $100 
would get $60 worth of food for $40, and 


probably many such families would want 
to participate. 

Participation would be entirely volun- 
tary. It probably would be heavy among 
the families with the lowest per capita 
incomes, and would fall off as incomes 
rose. To encourage participation by 
those needing the plan, we should avoid 
any social stigma as far as possible. 
There should be no elaborate “‘means 
tests” nor detailed investigation of each 
family. Applicants could simply fill out a 
blank like the short form of the income 
tax, giving the essential information 
about income and size of family. 

This form of food allotment program 
would assure the families a reasonably 
adequate diet—enough foods of the right 
kinds to maintain health. Most of the 
money spent by the Government would 
represent a net gain in food consump- 
tion; that is, most of the money spent by 
the Government would be used to buy 
additional food, rather than for other 
purposes. Low-income families tend to 
spend about 40 per cent of their incomes 
for food. Under this program they would 
continue to spend 40 per cent of their in- 
come, but the Government would stretch 
the purchasing power of this money to 
make it buy more food. 

A program of this kind—like the for- 
mer Food Stamp Plan—would operate 
through the regular food trades. The 
Government would not actually buy the 
food. It would sell food coupons to be 
used in buying foods in the local stores. 


SomeE EFFeEcts 


There is no doubt that such a program 
would help step up food consumption. 
Would it solve the problem of agricul- 
tural surpluses? No, it would not com- 
pletely solve these problems. It would 
not get rid of a cotton surplus, nor would 
it be very effective in moving a wheat 
surplus. But it could be very effective in 
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preventing surpluses of dairy products, 
vegetables, fruit, eggs, meats, and many 
other foods. 

I shall not attempt here to give any 
elaborate statistics on the probable cost 
of such a program and the numbers of 
families affected. During the reconver- 
sion period about 5 million families 
might participate, and the annual cost 
to the government might be about one 
and one-quarter billion dollars. Cost and 
participation would vary a great deal 
from year to year depending upon busi- 
ness conditions and upon employment. 
The cost would vary from about one- 
half billion dollars in prosperous years to 
about two billion dollars in times of de- 
pression. In other words, assuming that 
appropriations were available, the pro- 
gram would have an anti-cyclical effect 
involving substantial spending during 
the period of depression and a modest 
rate of expenditure during the period of 
prosperity. 

I shall not attempt to discuss in detail 
how the cost of such a program might be 
borne by different groups of society. 
This would depend, of course, upon the 
methods of taxation which were used to 
finance the program. However, it is fairly 
obvious that the cost of such a program 
would be borne directly or indirectly by 
those consumer groups that did not par- 
ticipate in the Food Allotment Program. 
The groups that would benefit would in- 
clude most farmers and most low-income 
families. 

One way of making such a program 
effective as a means of dealing with par- 
ticular surpluses would be to earmark 


some of the coupons and limit their use 
to specific commodities. Thus, if there 
were a surplus of eggs, some of the 
stamps might be designated as egg 
stamps. This would raise some problems 
of enforcement, although the experience 
with rationing shows it can be done fairly 
well. In any event, most of the coupons 
should be usable to buy any kind of food 
the family wants. If too many stamps 
were designated for specific foods, it 
would interfere with good nutrition. 


OBJECTIVES 


Throughout this paper I have assumed 
two objectives: improving diets, nutri- 
tion, and health; and maintaining farm 
income by moving surplus foods into 
consumption. Both objectives are im- 
portant. There is little conflict between 
them. Any program that is successful in 
helping school children and low-income 
families get more food will improve nu- 
trition and will help agriculture. 

This is not intended as an argument 
either for or against a managed economy. 
It is safe to assume that for several years 
at least, there will be some kind of Gov- 
ernment program to prevent a drastic 
reduction in farm income. The Govern- 
ment is already committed to such a 
program. Whether we like it or not, this 
means some kind and some degree of 
management of food production and dis- 
tribution. The important question to 
consider is what kind of management of 
food supplies will maintain a reasonable 
level of farm income and will at the same 
time provide reasonably adequate sup- 
plies of food to all people. 








THE COMPETITIVE OUTLOOK FOR COTTON 
JOHN W. WRIGHT* 
U. S. Department of Agriculture 


Epitor’s Note: This paper makes clear the importance 
of the competition from synthetics and other raw materials 
now confronting cotton, and discusses various possibilities 

Sor improving cotton’s competitive position. 


UTURE market outlets for American 
nen will depend upon a number of 
conditions, including the demand for 
textiles in domestic and foreign markets, 
the competition from foreign growths of 
cotton, and competition from synthetic 
fibers and other raw materials. 

Markets for this commodity will also 
be affected very materially by techno- 
logical and other developments in the 
processing and marketing of textiles and 
other products that have occurred as a 
result of, or that have been accelerated 
by, the war. The partial or complete dis- 
placement of natural fibers by synthetic 
fibers for certain uses may result from 
the unprecedented impetus that was 
given during the war to the expansion of 
production facilities for the synthetic 
fibers for war uses. On the other hand, 
new or expanded markets for the natural 
fibers may be provided in connection 
with new products and processes that 
are now in process of development. 

The main reliance for meeting the 
United States’ need for textile fibers is 
now, and for many years has been, on 
one fiber—cotton. During the prewar 
period 1935-39, cotton consumption av- 
eraged 3,409 million pounds. This repre- 
sented about 72 per cent of all fiber used 
in this country during that period. With 
the coming of the war, consumption in- 
creased to record levels. The peak was 
reached in 1941 at 5,470 million pounds 


* The author is Chief of the Research and Testing 
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(11.2 million bales). During the war 
years of increased fiber consumption, 
cotton held its place and comprised 
about 73 per cent of all fibers used. 

Cotton has always been considered the 
most versatile of the fibers, and its indi- 
vidual uses are numerous. During the 
prewar year 1939, approximately 2.7 mil- 
lion bales of cotton were required in what 
is known as the apparel uses, 1.8 million 
bales in household uses, and 2.7 million 
in industrial uses. The quantities nor- 
mally required for individual uses vary 
from a few bales to about 600,000 bales, 
the latter quantity representing that 
normally used in automobile tires. 

Because of the wide range of its uses, 
cotton is thrown into competition with a 
variety of materials, including all the 
natural and synthetic textile fibers as 
well as paper, leather, rubber, wood, and 
metal. Only small quantities of cotton 
have been displaced as a result of compe- 
tition from some of these materials in re- 
cent years, but other of these materials, 
notably synthetic fibers and paper, have 
displaced large quantities of cotton in 
certain uses. 


CoMPETITION OF SYNTHETIC FIBERS 


The increase in the consumption of 
rayon in the United States during the 
last 10 years has been more than four- 
fold. World consumption has shown 
more than a sevenfold increase in the 
same period. In terms of cotton equiva- 
lent, world consumption of rayon in 1932 
was equal to about 1} million bales of 
cotton, while 1942 consumption was 
equivalent to about 8 million bales. 

In addition to rayon, small quantities 
of other synthetic fibers, several of which 
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have been recently developed, are being 
produced and used. Included in this 
group are nylon, vinyon, and saran (all 
derived from synthetic resins), glass 
fiber, casein fiber, and soybean fiber. 

Although many other fibers compete 
with cotton in various uses, rayon is the 
fiber that has competed most intensively 
with cotton and has displaced it most in 
recent years. This competition is con- 
tinuing at the present time and is a high- 
ly important factor in the future outlook 
for cotton. Other synthetic fibers have 
been on the market only a short time and 
as yet have competed with cotton to only 
a minimum extent. They may be of in- 
creasing importance, however, in the 
future. 

Uninterrupted manufacture of rayon 
(synthetic fibers whose basic raw mate- 
rial is cellulose) in the United States did 
not begin until 1910. But since then pro- 
duction has increased steadily and rapid- 
ly until now more rayon is used in this 
country than any other fiber except cot- 
ton. This progress is attributable very 
largely to continuing improvement in 
the quality of rayon and to a downward 
trend in its price. 

At first, rayon was of low tensile 
strength and highly irregular in quality, 
with poor wearing performance and poor 
resistance to moisture. But these proper- 
ties have improved steadily, with the re- 
sult that rayon has become satisfactory 
for an increasing number of uses. At the 
same time, the number of types, sizes, 
and forms in which it is available have 
continued to increase, making possible 
substantial progress in the adaptation of 
rayon to the requirements of individual 
uses. 


Recent developments in rayon 


Rayon’s field of uses has been greatly 
extended by the development of rayon 
staple fiber. Until about 1927, all rayon 


produced in the United States was fila- 
ment rayon, or rayon made of continu- 
ous filaments or fibers similar to silk. 
About that time, rayon staple fiber, or 
rayon cut into short lengths comparable 
to cotton and wool, was introduced com- 
mercially. Staple fiber costs less to pro- 
duce per pound than continuous filament 
rayon because of lower handling costs, 
and can be spun on cotton and wool spin- 
ning equipment, which comprises the 
great majority of the textile spinning fa- 
cilities of the country. By using it, entire- 
ly different types of fabrics with differ- 
ent properties can be obtained than by 
continuous filament rayon. Rayon staple 
fiber now comprises 24 per cent of all 
rayon produced in this country. 

Still another important development 
in rayon manufacture during the last 
few years has been high-tenacity or high- 
strength rayon. High-tenacity rayon is 
considerably stronger than ordinary ray- 
on and makes possible the use of rayon in 
tire fabrics and other applications for 
which rayon formerly was not suited. 
Production of high-tenacity rayon has 
been expanded rapidly during the war 
period. 

A marked downward trend in price 
has also made possible the use of rayon 
for an increasing number of textile ap- 
plications. Prices of rayon filament yarns 
declined steadily after World War I un- 
til about 1934, with quotations for the 
heavily used.150 denier viscose size fall- 
ing from an all-time peak of $6 per pound 
in 1920 to $2.80 in 1922 and 1923, $1.25 
in 1929, 60 cents in 1932, and 55 cents in 
1934. Since 1934, prices have remained 
comparatively stable, quotations for this 
size having fluctuated from as high as 
63 cents per pound (1937) to as low as 
49 cents (1938), and remaining at 55 
cents since November 1941. 

Prices of rayon staple fiber have also 
declined considerably since this type of 
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rayon was introduced. Quotations for 
viscose staple fiber have declined steadi- 
ly from 60 cents per pound during 1928- 
31 to 25 cents per pound in 1937. A fur- 
ther reduction to 24 cents per pound was 
made in May 1943, but the price was 
returned to 25 cents per pound in March 
1944. This is approximately the same as 
the price of American upland cotton of 
the better qualities. Unlike prices of cot- 
ton and other fibers, there was no in- 
crease in rayon prices during the war. 
Consequently, rayon today is in a better 
competitive position, from a price stand- 
point, than at any other time since it was 
introduced. 

Reductions in prices of rayon in rela- 
tion to prices of cotton in recent years 
have been associated with substantial in- 
creases in amounts of rayon in relation to 
the amounts of cotton consumed. As a 
matter of fact, prices per pound of rayon 
filament yarn declined from more than 
IO times the price of cotton in the early 
1930's to less than 3 times the price of 
cotton in 1943. The amounts of rayon 
consumed increased from less than 5 per 
cent of that for cotton in the late 1920’s 
and early 1930’s to more than 12 per cent 
in the late 1930’s and early 1940’s. 


Probable trends in synthetic fibers 


Until recently, practically all rayon 
was used for style fabrics—that is, in 
fabrics where appearance, draping quali- 
ties, and other style characteristics are 
the competitive factors of greatest im- 
portance. Such uses are found principally 
in the field of clothing, particularly 
women’s clothing, and in household fur- 
nishings. Accurate statistics relating to 
rayon’s invasion of these fields are not 
available, but it is well known that rayon 
has displaced cotton to a considerable 
extent in articles such as women’s dresses 
and underwear, and that it is in compe- 
tition with cotton in hosiery, table cloths 


and napkins, and other goods. 

This trend is continuing at the present 
time, and rayon is now entering such 
uses of cotton as men’s underwear and 
shirts, men’s summer suits, handker- 
chiefs, and other items. Development of 
high-tenacity rayon has removed one of 
the barriers to use of rayon in industrial 
textiles and certain other uses where 
high strength is needed, as in the case of 
tires for motor vehicles. 

For the immediate future, a continued 
rise in the domestic production of rayon 
and other synthetic fibers may be ex- 
pected on the basis of plans already be- 
ing carried out by manufacturers. There 
undoubtedly will be further displace- 
ment of cotton by synthetic fibers in 
certain uses, particularly those involving 
cotton textiles of high quality and of a 
high unit value, but any change is likely 
to be gradual and may be of less impor- 
tance than those which may result from 
changes in general business conditions. 
The war hastened the large-scale pro- 
duction of high-tenacity rayon, and 
there is little doubt that there will be in- 
creased use of this product in industrial 
and other textiles. Rayon can be expect- 
ed to hold part of the market for textiles 
in tires, but the full effect of its displace- 
ment of cotton will not be felt until the 
immediate demand for tires subsides. 

The immediate period ahead will, no 
doubt, see the real entrance of nylon and 
other new synthetic fibers into many tex- 
tile uses now supplied by other fibers. 
Because of the price involved and the 
limited volume in which they are avail- 
able, however, they should not be an im- 
portant factor in the outlook for cotton 
in the near future. 

Technological progress in develop- 
ment and improvement of synthetic 
fibers can be expected to continue at a 
rapid rate in the future, in view of the 
research now being devoted to this sub- 
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ject, and the general rate of scientific 
progress. At the same time, it can be ex- 
pected that further reductions will be 
made in the prices of synthetic fibers, 
particularly in the prices of the newer 
types, as economies are effected from 
mass production and improved technolo- 
gy. Considering these factors it can be 
expected that the upward trend in pro- 
duction of synthetic fibers will continue. 

The extent to which synthetic fibers 
eventually will displace cotton is diffi- 
cult to predict. It will depend, to a far 
greater extent in the future than it has 
in the past, on which gives the greatest 
value per unit of cost. Both price and 
physical suitability are involved here, 
and both can be influenced by research. 
At least part of the eventual outcome in 
the battle between synthetic and natural 
fibers will depend upon the relative at- 
tention given to research by proponents 
of the two types of materials. It will also 
be influenced to a considerable degree by 
promotional activities, particularly in 
clothing and household uses. 

It seems unlikely, however, that cot- 
ton will be superseded in the foreseeable 
future as the Nation’s most important 
textile fiber, in view of probable future 
relative costs of producing cotton and 
synthetic fibers and technological re- 
quirements of various textile uses. It can 
be expected, nevertheless, that synthetic 
fibers will displace cotton in additional 
uses. 


CoMPETITION OF PAPER 


Less than 10 per cent of the total paper 
consumed in the United States is used 
for products that compete directly with 
cotton. Paper, nevertheless, is one of the 
most important competitors of cotton 
from the standpoint of the quantities of 
cotton that it has displaced in recent 
years. This competition has been partic- 
ularly severe in products such as bags, 


towels, handkerchiefs, napkins, window 
shades, plastics, and twine, products 
which normally account for about one 
million bales of cotton annually. Con- 
sumption of paper in products that 
compete with cotton has increased rapid- 
ly during the last 15 years. 

Cotton fabric, burlap, and paper have 
all been used for making bags for many 
years, but paper bags were generally 
used only for small retail packages until 
after World War I. The real beginning of 
a shift from cotton fabric bags to paper 
bags occurred following the development 
of the multiwall kraft paper bag in 1924. 
This development made it possible to use 
paper for large-size bags for wholesale 
shipments of commodities such as ce- 
ment, fertilizer, and chemicals. At the 
same time, there has been a trend toward 
use of smaller, consumer-size packages 
for foodstuffs that has resulted in in- 
creased use of paper. 

Although paper made some permanent 
gains at the expense of cotton during the 
war, it is not entirely certain that all of 
these gains will be permanent. Much will 
depend, of course, on the relative cost of 
fabric and paper bags in the future. Tak- 
ing these factors into consideration, it 
can be expected that use of cotton in 
bags during the coming year or two will 
be somewhat in excess of prewar totals, 
but probably will not exceed the total 
used in 1943. 

Consumption of paper in towels in- 
creased nearly threefold from 1929 to 
1939. It is likely also that there has been 
a further slight increase since 1939. Des- 
pite this increase, production of cotton 
towels was considerably greater in 1939 
than in 1929, and available statistics in- 
dicate that there has been no further 
downward trend of a permanent nature 
during the years since 1939. 

Cotton competes with paper in other 
diverse products such as wrapping twine, 
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window shades, plastics, blankets, and 
many other uses. In some of these prod- 
ucts such as wrapping twine (paper com- 
petes both as twine and as gummed 
tape), paper’s position has been well es- 
tablished as a result of years of compe- 
tition, and it is likely that further dis- 
placement of cotton will be small. Future 
competition between cotton and paper, 
as in the past, can be expected to be in 
those applications where a low price for 
the paper product is sufficient to out- 
weigh the technological advantages gen- 
erally, but not always, possessed by the 
cotton product. 


ComMPETITION OF JUTE 


Although all jute used in this country 
is imported, it normally is used in larger 
quantities than any other fiber except 
cotton. Cotton can be used interchange- 
ably with jute for the great majority of 
products generally made of jute. This 
fact was illustrated after the entrance of 
the United States into the recent war, for 
cotton replaced jute in many uses for 
which sufficient jute was not available. 

During the war, it was necessary to 
use cotton bags for many specific pur- 
poses for which burlap has undoubted 
superiority, considering relative costs. It 
can be expected that burlap will now re- 
gain its place and that cotton will decline 
in importance in these uses. For some 
uses, however, cotton was shown during 
the war to be as well suited or better 
suited than burlap, and it can be expect- 
ed that cotton will retain at least part 
of its gain in such uses. Much will depend 
of course, on relative prices. 


CoMPETITION OF FoREIGN CoTTONS 


For many years, the difference be- 
tween total consumption of cotton by 
the textile industries outside of the 
United States and the production of cot- 
ton in other countries averaged about 6 


or 7 million bales annually. The deficit 
was supplied by cotton growers of the 
United States. Our export trade in raw 
cotton was the principal item responsible 
for our so-called ‘favorable balance of 
trade.” 

Beginning almost immediately after 
World War I, some of the principal Eu- 
ropean countries set out to develop 
sources of supply of raw cotton within 
their own colonial possessions. Also, they 
gave encouragement in various ways to 
the expansion of cotton production in 
those countries having suitable condi- 
tions for such production, particularly 
where complementary trade arrange- 
ments were especially advantageous. 
These developments reflected a recogni- 
tion of the strategical importance of cot- 
ton not only as a war material but also 
as an otherwise essential item in view of 
the definite trend of that period toward 
national self-sufficiency. 

Domestic policies of the United States 
during the past decade also have had a 
tendency to encourage the expansion of 
cotton in other countries. This is partic- 
ularly true with respect to policies of 
production control and price support. 
This tendency, however, has been offset 
to some extent by export subsidies and 
other measures designed to encourage 
exports of American cotton. 

The net result has been a gradual nar- 
rowing of the margin between world pro- 
duction and world requirements for cot- 
ton outside of the United States until the 
deficit to be supplied by this country had 
been reduced to only a little more than 
1 million bales by 1940. 

A comparison of the level of prices of 
those growths of cotton directly or in- 
directly competitive with American cot- 
ton indicates that other growths are 
being produced and marketed at sub- 
stantially lower costs than those prevail- 
ing in this country. Brazilian cotton, for 
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example, which is reported to be some- 
what similar in quality to the bulk of the 
American crop of upland cotton, now 
normally sells in Brazilian port markets 
at approximately 7 cents per pound be- 
low American cotton in port markets in 
this country. 

With ample supplies of other growths 
of cotton now available, particularly in 
Brazil, at prices substantially lower than 
those prevailing in this country, pros- 
pects for exporting the customary vol- 
ume of American cotton are not bright. 
Present indications are that this situa- 
tion will become rather acute in the pe- 
riod ahead as there will be available for 
export from the various producing coun- 
tries a quantity of cotton greatly in 
excess of the effective demand of the im- 
porting countries. Obviously, if Ameri- 
can cotton is to retain its export outlets, 
it must be made attractive to the textile 
industries of other countries from the 
standpoint of price as well as of quality. 


PossIBILITIES FOR IMPROVING CoTTON’S 
ComPETITIVE PosITION 


It is apparent from the foregoing that 
in the years before us American cotton is 
likely to face strenuous competition for 
markets. It is also quite clear that the ex- 
tent to which cotton is able to retain its 
position or to develop new or expanded 
markets will depend not only upon tech- 
nological factors of suitability for specif- 
ic uses but, in a large measure, upon the 
price of cotton in relation to competing 
materials. 

Further improvement in the physical 
properties of cotton fibers through inten- 
sified activities on the part of cotton 
breeders, together with the more general 
planting on a standardized area basis of 
those varieties best adapted to specific 
areas, will do much to enable cotton to 
retain or improve its position as a raw 
material for textiles. Competing cotton 


breeders are making an intensive effort 
to produce strains of cottons most suita- 
ble for specific uses. 

The suitability of cotton for specific 
uses can be improved very materially 
by physical and chemical treatments. 
Changes in the fibers as a result of swell- 
ing and stretching are known to improve 
their suitability for certain uses. The 
principal component of cotton fiber, 
namely, cellulose, is very readily modi- 
fied by a variety of chemical treatments. 
Cotton is highly absorbent and can be 
impregnated or coated readily. A thor- 
ough exploration of the possibilities of 
the application of these principles to the 
preparation of yarns and fabrics of 
greater resistance to moisture, mildew, 
and heat and for greater strength and 
durability may affect very substantially 
cotton’s future competitive position. 

Whether cotton can continue to com- 
pete on a price basis with substitute 
materials for the various uses for which 
cotton is adapted will depend upon the 
extent to which reductions can be made 
in costs of production, ginning, market- 
ing, and processing without adversely af- 
fecting incomes of cotton growers or the 
quality of the services performed by 
other groups in the cotton industry. In- 
dications are that substantial reductions 
can be made which, if accomplished, 
would enhance very materially cotton’s 
competitive position. 


Mechanical harvesting 


At present, one of the most promising 
possibilities for reducing farm costs of 
producing cotton appears to be through 
mechanization of various farm opera- 
tions, particularly of harvesting. Interest 
in these possibilities is being stimulated 
by recent developments in mechanical 
harvesting as well as by shortage of labor 
on cotton farms. Although only a limited 
amount of mechanical harvesting equip- 
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ment is yet available, it has been used to 
capacity during the past two seasons and 
has made possible very significant sav- 
ings in harvesting costs. A substantial 
part of these savings, however, has been 
offset by increased ginning costs and 
more particularly by the discounts on 
the lower grades obtained by machine 
harvesting. 

Any general lowering of the grade of 
the American cotton crop under condi- 
tions now prevailing and likely to prevail 
in the immediate future would perhaps 
hasten the displacement of cotton by 
other textile raw materials. Because of 
labor conditions primarily, cotton manu- 
facturers who customarily use the better 
grades would in many cases turn to 
rayon staple fiber if such grades were no 
longer available. 

Apparently, the successful adaptation 
of mechanical harvesting to the Ameri- 
can cotton crop is contingent upon the 
development of means for maintaining 
or improving the quality of the product 
placed on the market. This being the 
case, the principal impact of the adop- 
tion of mechanical harvesting of cotton 
will be upon the ginning industry. The 
ability of that industry to develop equip- 
ment and processes to provide grades of 
mechanically harvested cotton, com- 
parable to those obtained from hand- 
picked cotton, will determine whether 
the full advantages of mechanization in 
the way of reduced costs can be realized 
by cotton producers. 

There are promising possibilities also 
for reducing costs of ginning and market- 
ing, the accomplishment of which would 
further enhance cotton’s competitive 
position. It is believed that such pos- 
sibilities will be found in the direction 
of developing ginning establishments of 
the type and size for optimum economy 
in providing ginning services and by the 
integration of ginning services with ware- 


housing and marketing. 

Although the number of gin plants in 
the United States has declined progres- 
sively during recent years, we still have 
a ginning industry that, from the stand- 
point of size and location of individual 
plants, is adapted to the team-and- 
wagon era. With modern highways and 
modern motor transportation, it is not 
improbable that fewer and much larger 
gin plants adequately equipped for doing 
a good job of conditioning, cleaning, gin- 
ning, and packaging cotton, could with 
adequate volume, provide ginning, stor- 
age, and marketing services much more 
economically than is possible as the in- 
dustry is now organized. 


ConcLUSIONS 


Taking the various factors into con- 
sideration, it can be concluded that there 
will be no marked change in the demand 
for cotton during the next year or two, 
compared with the present demand, as a 
result of competition from other mate- 
rials. Over a longer period of years, the 
opposite may be emphatically true. 

For instance, it can be expected that 
the inroads made during the war by com- 
petitive materials into important uses of 
cotton, such as in tires and in bags, will 
be felt more keenly now that the war- 
time demand for these products has sub- 
sided. On the other hand, new or ex- 
panded uses of cotton in such products as 
plastics and insulation will probably go 
a long way to offset losses as a result of 
competition from rayon and paper. 
Much depends, of course, on steps taken 
to assure cotton’s competitive position 
through improvements in quality, reduc- 
tions in cost of production, ginning and 
marketing, accompanied by adjustments 
in policies with respect to price support, 
or other measures such as subsidies to 
increase the consumption and export of 
American cotton. 











TRENDS IN TIRE DISTRIBUTION 


T. G. MacGOWAN 
The Firestone Tire & Rubber Company 


Epitor’s Note: The author considers the problems now 


facing the tire industry and suggests a number of probable 
developments. 


ERTAINLY one of the greatest future 
C problems of the tire industry, which 
may be reflected in other problems, will 
be war-born overcapacity. It may well be 
the industry’s greatest single problem. 
But its relative importance can be 
judged only in connection with a reason- 
ably complete view of the industry’s 
distributive background over the years. 
For the tire industry has been histori- 
cally a battleground in which a very 
free and untrammeled type of competi- 
tion has been in evidence. 

The distributive problems after re- 
conversion may be sharpened a bit here 
and there by the impact of the war, but 
basically they will be the same problems 
faced by the industry before the war. 
While these problems are different in de- 
tail, they are in no way untypical in 
broad outline of the great American in- 
dustrial pattern. 

Our American industries have always 
been vital and lusty in their growing, 
formative years. In those years our in- 
dustries have commonly been character- 
ized by rapid product improvement, with 
sharply falling production costs and 
prices. The years of quick expansion 
have often witnessed the building of too 
much capacity, such as the tire industry 
had before the war. Frequently there has 
been exceedingly rugged competition 
among types of outlets, as there has been 
in this industry; and it is not at all un- 
usual to witness the spectacle of retail 
outlets, handling national brands, con- 
tending for position with mass distribu- 
tors, selling privately branded products 


—a spectacle which we have of course 
witnessed in the tire business. 


DEMAND AND PRICES 


How well will the tire industry meet 
the challenge of providing more jobs 
than it did before the war? It should 
meet it very well. The early postwar 
years should see a very large volume of 
tire and tube sales—a volume materially 
beyond anything experienced in the 
years shortly before the war. Forecasters 
arrive at different answers, of course, but 
the tire industry’s prophets are all agreed 
on the general picture. 

For the first full year after reconver- 
sion, the tire business should show a per- 
centage of increase over, say, 1939, ma- 
terially larger than the increase that will 
be shown by manufacturers as a whole. 
The rate of gain should be much larger 
than that of the nondurable goods in- 
dustries in total, and nearly as large as 
that of the durable goods industries. 

In fact, the rubber industry in general, 
including other rubber products than 
tires, should stand well above the aver- 
age in percentage of gain over the recent 
prewar years. Probably this flood-tide of 
demand for tires and tubes will run for 
three years or so, after which demand 
will settle down to a more normal level, 
thereafter increasing pretty much in line 
with increase in the population and in 
the general living standard. 

We must remember that tires enjoy 
in large measure a derived demand, which 
cannot be directly stimulated. Sales of 
tires as original equipment depend on 
sales of new vehicles. Sales of tires as re- 
placements depend largely on the rapid- 
ity with which tires wear out. Replace- 
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ment tire sales tend to fluctuate rather 
closely with the number of vehicles on 
the road above a certain age. Rising 
business conditions can tend to acceler- 
ate the demand within fairly narrow 
limits. The manufacturers cannot do a 
great deal themselves to stimulate de- 
mand as a whole by product alteration 
or price changes. People buy replace- 
ment tires when they need them if they 
have the money. They seldom buy them 
before they need them. 

Although tire sales will settle down 
after the backed-up demand has been 
met, a great deal can be done to give 
permanent stimulation to demand for 
other products. There are many pos- 
sible new rubber items, and the rubber 
companies are diversifying their manu- 
factures into many lines which give ex- 
cellent promise of increase. Over the long 
pull, their sales will show excellent in- 
creases by comparison with prewar 
levels. They will do their full share in the 
years ahead to sustain national employ- 
ment. 

How well will the tire industry cope 
with the market changes that have been 
common to the entire economy, and 
that will be common to it after reconver- 
sion? Will the tire firms, large and small, 
adapt themselves to geographical shifts 
in population and buying power and to 
the tendency for greater buying power to 
be concentrated at the lower end of the 
economic ladder? 

There probably will be a great differ- 
ence in this matter as between com- 
panies. Some concerns will pretty much 
muddle through on these matters, han- 
dling them without a great deal of exact 
and scientific preparation. Although in 
past years the industry was never con- 
spicuous for close and exact market 
analysis work, there are signs that more 
of this is now being done than ever be- 
fore. In respect to market research and 


analysis in general, however, the tire in- 
dustry has still a long way to go before 
it can be said to be on even terms with 
some of the domestic appliance indus- 
tries and with some of the consumer 
goods industries which have relatively 
small unit-of-sale items with a high 
purchase-frequency rate. This is unfor- 
tunate because there are many opportu- 
nities in the tire industry to make dis- 
tribution more effective and more effi- 
cient. 

How capable will the tire industry 
prove to be in coping with the special 
dislocations which will be peculiar to this 
industry? Problems of this character will 
fall under these heads: 1. Will there be 
severe price competition after the period 
of satisfying the backed-up demand?; 
2. Will there be increased competition 
for independent dealers from mass dis- 
tributors selling private brands? 

The effect of overcapacity is down- 
ward pressure on prices, and there can 
be no doubt that there will be an over- 
capacity situation. How soon this pres- 
surewill become operative is hard to fore- 
see. A general softening of tire prices 
cannot occur for some time, and in the 
meantime a number of things may take 
place to make this softening less severe. 
For one thing, the Government can pre- 
vent capacity which it owns from be- 
coming a factor in the market. Beyond 
that, it seems just as logical for a Gov- 
ernment authority to consider enforce- 
ment of price floors to forestall tendencies 
to severe deflation as it is to enforce price 
ceilings as one bar to runaway inflation. 
A runaway price deflation can be just as 
serious for our economy as a runaway 
price inflation. 

But regardless of whether anything of 
a general character materializes to amel- 
iorate the effect of price softening influ- 
ences, the tire industry, both manufac- 
turers and dealers, undoubtedly will be 
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well able to cope with anything that 
may develop. In the first place, no such 
influences can make their effects felt un- 
til after a period of exceptionally good 
and profitable business. In the second 
place, by any such time the average 
dealer may have learned a good deal 
more than he now knows about how to 
protect himself by merchandise diver- 
sification and other sound business prac- 
tices. 


INDEPENDENT DEALERS vs. Mass 
DISTRIBUTORS 


What is the possibility of there being 
increased competition for independent 
dealers from mass distributors selling 
private brands? Is that a real threat? 
Some tire manufacturers make tires un- 
der private labels as well as tires under 
their own brands. These tires made un- 
der private labels are sold to mass dis- 
tributors of various types, including 
mail order houses, mail order depart- 
ment stores, auto supply and other 
chains, major oil companies, and others. 

Surveys made by Dr. Warren W. 
Leigh of the University of Akron show 
that the privately branded tire has 
grown in importance over the years. In 
1940, it accounted for 30.8 per cent of re- 
placement unit sales as compared with 
1.8 per cent in 1922. Concurrently with 
the rise of the private brand tire, the in- 
dependent dealers have been losing posi- 
tion. In 1922, they did 98.1 per cent of 
the replacement tire business. In 1940, 
they got only 46.5 per cent of it. The 
great bulk of the 51.6 per cent they lost 
went to various types of mass distribu- 
tion handling private brand tires. Chains 
(e.g., auto supply chains) got 19.5 per 
cent; oil company major outlets, 17.0 
per cent; tire manufacturers’ stores, 9.0 
per cent; houses selling by mail, 2.8 per 
cent; other channels, 3.3 per cent. 

During the war it would appear that 


the mass distributors lost some ground 
despite a net decline in the number of 
independent dealer outlets in operation. 
In the early days of the war the combi- 
nation of the draft and tire and gasoline 
rationing brought about a fairly heavy 
reduction in the number of outlets sell- 
ing tires, especially filling stations. 

But as the war progressed, the condi- 
tions of the tire business became rela- 
tively favorable to independent dealer 
operation as compared with mass dis- 
tributor operation. The necessity for in- 
spection, the need to obtain certificates 
for tires, the increased importance of tire 
repair work, the great role of tire recap- 
ping, all contributed to helping those 
places of business best equipped to offer 
these services. As a result, many inde- 
pendent dealers entered business during 
the war. It is believed that the independ- 
ent dealers today are obtaining a larger 
share of the available business than they 
did before the war. 

But in the years ahead the influences 
that will operate as between independ- 
ent dealers and mass distributors will be 
more nearly what they were before the 
war. Will the prewar trend away from 
the independent dealers then reassert 
itself? This is a very difficult question to 
answer. Durmg the period from 1936 to 
1940 the so-called chains (auto supply 
chains, and others) increased their 
share of the total from 12.5 per cent to 
19.5 per cent. The oil company segment 
expanded from 15.9 to 17.0 per cent. The 
tire company-owned store share declined 
from 11.3 to 9.0 per cent. 

In that period, as before, the inde- 
pendent dealers lost position because of 
the increases in sales of private brand 
tires and in the number of outlets selling 
such tires. There are indications of in- 
creasing activity on the part of private 
brand distributors. Some oil companies 
are planning to shift to private brands. 
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There are indications of increased chain 
store activity. One large chain has made 
known its plans to add materially to the 
number of its company-owned outlets. 

Some manufacturers who have not 
made private brand tires have recently 
given signs of intending to make them. 
They should, of course, consider the ef- 
fect which this can have on the sale of 
their own regularly branded production 
sold through their own independent 
dealers. They should also make sure that 
they know accurately their production 
costs before entering into private brand 
contracts at prices so low that mass dis- 
tributors will be able to undersell the 
tire manufacturers’ own independent 
dealers. 

When all these factors are weighed, 
the extent to which private brand com- 
petition may or may not be an increasing 
factor is still in doubt. In any case, the 
extent to which such competition would 
be felt by the independent dealers would 
depend to a great degree on their own 
vitality and aggressiveness. 

These dealers went through a period 
of very good business and very good 
profits during the war. It may well be 
that this success will encourage them to 
put forth the sort of alert, aggressive, 
competitive effort that will check fur- 
ther expansion in mass distributors’ 
private brand sales. The dealers can do 
this if they try. In large measure the in- 
dependent dealers have in their own 
hands the power to maintain their com- 
petitive position. 

Tire dealers who are equipped with as 
complete general merchandise lines as 
their premises and locations justify are 
in a better position to maintain not only 
over-all sales and profit, but also tire 
volume. The added merchandise adds to 
store traffic, and this of course helps sell 
tires. This was true before the war, and 
it will be true in the future. Larger num- 


bers of independent dealers than ever 
before will offer broad merchandise selec- 
tions. There is reason to expect that this 
factor may be a material bar to mass dis- 
tributor and private brand expansion. 

Tire manufactuers can do a great deal 
to aid their dealers with merchandising 
and advertising services, services in the 
field of store planning, design, and lay- 
out, and services over a broad range of 
retail management problems, including 
personnel, accounting, stock control, 
and credit. Many dealers have received 
such services and profited substantially 
from them. These aids, if more broadly 
offered and accepted in the industry, 
could have a material over-all effect on 
the position of the independent dealers 
as a whole. 

Some tire companies own stores; 
others do not. The stores were opened, 
and exist today, largely as a measure of 
protection for the tire manufacturers 
against the mass distributors selling 
private brand tires. These stores, selling 
the manufacturers’ own brands, have not 
expanded in sales in a way at all com- 
mensurate with the rise of private 
brands, and in recent years their role has 
been reduced. The number declined dur- 
ing the war. Probably no tire manufac- 
turer will expand his company-owned 
store system greatly. In any case, these 
store systems serve many useful pur- 
poses in servicing and aiding independ- 
ent dealers. They serve as invaluable 
proving grounds for new dealer mer- 
chandise and for dealer store manage- 
ment methods, and they further act as 
distribution points for nearby dealers. 


PROBABLE DEVELOPMENTS 


Some other developments that seem 
indicated for the coming years are the 
following: First, the average size of tire- 
selling outlets will probably be larger 
than before the war. Second, much 
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greater attention will be paid to selection 
of locations scientifically than hitherto, 
and locations will tend to improve in 
quality. Third, tire dealers will typically 
carry a much greater quantity and diver- 
sity of merchandise than they did before 
the war; the wartime experience with ex- 
panded lines will in many cases result in 
a successful continuation with general 
merchandise. Fourth, many dealers will 
overhaul and remodel their places of 
business, putting into effect sound prin- 
ciples of exterior and interior design and 
layout; in many cases, the designs for 
this work will be supplied by the tire 
manufacturers. Fifth, something will 
probably be done by tire manufacturers 
to lower their distributive costs, even 
though these are not high as compared 
with the costs of other industries. Im- 
provements in the distribution cost pic- 
ture can be achieved by the use of fewer 
warehouses, a greater proportion of di- 
rect shipments to the field, better control 
and direction of salesmen, and more 


sharply pointed and carefully controlled 
advertising. Sixth, dealers will develop 
the budget or installment selling side of 
their business more fully than they did 
before the war—in some cases under 
plans sponsored or advocated by their 
tire company suppliers. Seventh, on the 
whole, the disposal of government- 
owned surplus tires will not be much of 
a problem for the industry except pos- 
sibly in a few tire sizes. Eighth, the re- 
capping business will suffer a decline 
but will still be considerably higher than 
before the war. 

The tire business in the years ahead 
will be pretty much what it was before 
the war—a good business to be in for 
the manufacturer and a good business 
for the dealer who is associated with a 
manufacturer who will help him, back 
him up, and generally make him as ef- 
fective as possible. It will be a “rugged” 
period—a time of excellent opportunities 
and of strong competition. None of this 
will be anything new to the tire business. 








CENTENARY OF THE BRITISH COOPERATIVE 
MOVEMENT 


MARY E. MURPHY 
Hunter College of the City of New York 


Eprror’s Note: Because the British cooperative move- 
ment has recently completed its first hundred years, this 
general review should be of timely interest. 


HE COOPERATIVE movement is the 

largest organization in Britain which 
is both democratic and voluntary. Its 
size is attested not only by more than 
nine million members but also by thou- 
sands of retail stores, factories, ware- 
houses, and depots under cooperative 
control, and by an annual business which 
exceeds a billion dollars.* 


ORIGINS 


Although British experiments in con- 
sumer cooperation date back to 1767, 
successful cooperation in Britain began 
on December 21, 1844, when the Equita- 
ble Pioneers Society opened a shop in a 
back street, called Toad Lane, in the in- 
dustrial weaving town of Rochdale.! 
Twenty-eight poor men had accumu- 
lated, by saving a few pence weekly over 
the preceding year, the original capital 
of $112, to which the largest single con- 
tribution was $20.f With this capital, 
a stock consisting of 50 pounds of butter, 
56 pounds of sugar, six hundredweight of 
flour, one hundredweight of oatmeal, and 
two dozen candles was purchased, and a 
small shop was rented for $50 a year. At 


* Editor’s Note: Since 1940, the largest American 
grocery chain (A & P) has had annual sales each year of 
over one billion dollars. 

1 For historical background reading the following is 
recommended: Sidney and Beatrice Webb, The Con- 
sumers’ Cooperative Movement (London: Longmans, 
Green, 1921). 

t Editor’s Note: Dollar figures different from those 
given in this paragraph are found in other sources, which 
possibly may be explained by authors converting pounds 
into dollars at different rates of exchange. 
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the end of the first year the turnover 
was at the annual rate of $6,000. 

At the time of the formation of the 
cooperative society in Rochdale the 
working classes were extremely op- 
pressed in Britain and were excluded 
from the franchise. No system of ele- 
mentary or higher education existed. 
Trade unions were considered as con- 
spiracies in restraint of trade and most 
employers refused all forms of collective 
bargaining with workers. Public health 
legislation had not been passed, and the 
factory acts were only beginning to be 
recognized as a valid use of State power. 
Insurance against workers’ illness or un- 
employment had not yet been con- 
sidered. A century had to elapse before 
a political democracy had been achieved 
in which workers were permitted to gain 
training in self-government. 

The Rochdale pioneers desired to ac- 
cumulate capital with which to supply 
employment for their own members, to 
permit the purchase of good food, free 
from adulteration, to aid workers to buy 
necessities without incurring heavy debts 
with retailers, and to provide educational 
facilities for themselves and their chil- 
dren. In pursuit of these objectives, they 
evolved a code for the conduct of socie- 
ties which assured a prosperous develop- 
ment and which proved, even after a 
hundred years, to be sound and efficient. 

This code included the following prem- 
ises: open membership for all; equal 
voice in control for all members, regard- 
less of the amount of capital invested; 
low fixed interest on capital; sales for 
cash and at current prices, with distribu- 
tion of profits not needed in the business 
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to the members in proportion to their 
trade—not in ratio to their capital; and 
elimination of speculation by provision 
for the withdrawal of shares at par. 
British law prohibits any member from 
holding more than $800 in shares of any 
cooperative society. 

An examination of.Rochdale rules in- 
dicates that the founders contemplated 
the sale of all kinds of provisions and 
clothing, as well as the manufacture of 
commodities, the farming of land, the 
construction of houses and, ultimately, 
the formation of a community. Long be- 
fore the State system of free education 
was available, cooperators universally 
applied a portion of their surplus to edu- 
cating their members; cooperative li- 
braries were established prior to those of 
municipalities; cooperative pensions pre- 
ceded the Beveridge plan; cooperative 
health services antedated Government 
social services; and cooperative stand- 
ards of purity, quality, and quantity ap- 
peared in an era in which the State re- 
garded adulterations as fair competition. 

From the very beginning, the Roch- 
dale principles were blessed with suc- 
cess, the original society gradually in- 
creasing in membership and trade, and 
yielding dividends on purchases to pro- 
vide the basis of savings for later devel- 
opments. The dividends to consumers 
proved such an important factor in rais- 
ing the standard of living in Rochdale 
that the plan attracted attention in other 
towns and cities. By 1882, more than a 
thousand societies, with a total mem- 
bership of 600,000 and a total trade of 
$70 million, were operating on the Roch- 
dale plan. Most societies owned shops in 
back streets; they could truly be said to 
belong to workers and to be operated for 
them alone. 


NATIONAL ORGANIZATION 


As the cooperative movement 
achieved nationwide prominence, three 


organizations were formed: the Coopera- 
tive Union, the central coordinating 
body for policy and organization; the 
Cooperative Wholesale Society (operat- 
ing in England and Wales); and the 
Scottish Cooperative Wholesale Society. 

The wholesale groups, set up by the 
retail societies and controlled in the same 
democratic manner, acquired tea plan- 
tations abroad, traded reciprocally with 
the Dominions, established commodity 
depots in Denmark, America and West 
Africa, leased and bought ships, and 
manufactured a wide variety of prod- 
ucts. These societies also entered the 
building industry, organized their own 
bank and insurance society, and handled 
the large trade of their own domestic and 
foreign factories and warehouses. In 
1943, the combined capital of the two 
wholesale societies totaled $780 million 
and their net sales were well above $800 
million. 

The Cooperative Union, referred to 
above, is the central organization of the 
consumers’ movement. It is a registered 
society concerned, not primarily with 
trading, but with the formulation of 
policy and provision for discussion of 
problems affecting the movement. The 
Union’s final authority is the Coopera- 
tive Congress which meets annually and 
is attended by some 1,500 delegates 
elected by the societies maintaining 
membership in the Union. 

In addition, there is a Cooperative 
Party which exists to advance the politi- 
cal and social aims of cooperation and to 
provide cooperative representation in 
Parliament and on local authorities. The 
Party is financially supported by bodies 
which are affiliated with it, and its funds 
are maintained entirely separate from 
those of the Union. Its National Com- 
mittee is composed of representatives 
from all the main sections of the cooper- 
ative movement. 

Education in cooperation is stimulated 
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by the National Education Council. Its 
activities include preparation of propa- 
ganda, technical courses, and syllabi for 
reading on a wide variety of subjects. A 
Cooperative College is maintained to 
provide residence courses for employees, 
who are aided by bursaries from local 
societies. Welfare arrangements have al- 
ways been recognized as of great impor- 
tance from the very inception of the 
movement. 

Pension schemes and convalescent 
homes are provided by all societies, with 
the Cooperative Wholesale Society af- 
fording wages during sickness up to 18 
weeks at full pay and eight weeks more 
at half-pay, according to the age and 
length of service of the employee. This is 
in addition to National Health Insurance 
benefits. Benevolent funds cover excep- 
tional cases of need. 


OPERATION 


The retail societies eliminate the 
private profit motive from retail transac- 
tions, while the wholesale societies re- 
move it from both wholesale and produc- 
tive transactions, all of the profits above 
the sum needed in the business accruing 
to consumers as dividends on purchases. 
Wholesale buying is done without dis- 
tinction of class, race or creed, according 
to cooperative principles. Trade is car- 
ried on with foreign cooperatives in nor- 
mal times, the British societies importing 
about a third of their requirements. 
Their chain of shoe production, from 
animal to finished article, is one of the 
most complete in the world. 

Retail societies cannot be compelled to 
maintain membership in, or even to buy 
from, the wholesale societies. Neverthe- 
less, nearly all British retail societies are 
members of wholesale societies and 
about two-thirds of the supplies of the 
former are purchased from the latter. 

A close tie has always existed between 


the cooperative movement and the labor 
movement in Britain. All cooperative 
employees are members of unions and 
most unionists are also cooperators. This 
association has been strengthened by the 
fact that the movement has recently as- 
sumed an official role, on equal terms of 
partnership, with the trade union and 
labor movements in the National Coun- 
cil of Labor. As the cooperative move- 
ment is the only organization of British 
consumers, it can, if it desires, use politi- 
cal action to reduce monopolistic prac- 
tices. This potential power, enhanced 
through the alliance of cooperators with 
laborites, should prove of importance in 
the postwar period. 

British cooperative societies possess 
the freedom to decide their own organ- 
ization, areas, and services. The large 
ones rely less on the individual member 
than do the small societies. In 1935, for 
instance, the highest sales per member, 
about $180 per year, were found in socie- 
ties with less than 3,000 members, while 
those with over 100,000 members reached 
an annual average of $116. In spite of the 
war, the loyalty of members to their or- 
ganizations was maintained, but pro- 
duction facilities were diverted in many 
cases through the requisitioning or con- 
centration of factories for war purposes. 

Cooperative societies observe sound 
trading principles since the members’ 
meeting alone exercises control and allo- 
cates profits. The common practice of 
consumers’ societies is to sell at current 
local prices, and to return to members, 
as a dividend, the difference between the 
selling price and the cost price plus ex- 
penses. Producers’ societies, on the other 
hand, come closer to the private capital- 
ist organization which enters an industry 
with the aim of making a profit. 

However, while producers’ societies 
sell principally to non-members and ob- 
tain the best price they can for their 
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produce, thus realizing a varying rate 
and amount of surplus from year to year, 
this surplus is not usually distributed in 
proportion to the capital holdings of the 
members, as it is in a company, but in 
proportion to the wages earned or to the 
use made of the society by the individual 
members. Capital is generally compen- 
sated in both consumers’ and producers’ 
societies at a fixed rate so that the balance 
of the surplus may be available for dis- 
tribution according to the support which 
the members have given to their society. 

The Committee of Management, 
which runs the business, is democrati- 
cally elected according to the rules, and 
officials are appointed either by members 
directly or by the Committee. Elections 
usually occur at quarterly or semi-annual 
mass meetings, at which every member 
of the society is entitled to attend and 
to raise any matter concerning the con- 
duct of the society or the disposal of its 
funds subject to safeguarding provisions 
of the law. 

Although the Management Commit- 
tee can recommend a certain rate of 
dividend to be paid on purchases, Eng- 
lish law requires the consent of the rank 
and file before this recommendation be- 
comes an established fact. Members can, 
after due notice, alter the rules of any 
society, either on the recommendation 
of the Committee or against its wishes. 
The Committee, however, may hire and 
supervise the work of all employees, per- 
forming all the duties undertaken by the 
board of directors of a limited company, 
and they stand for re-election at general 
meetings. 

All society rules must be deposited 
with the Registrar of Friendly Societies. 
To prevent the foundation of sham 
groups, 25 members are required for the 
formation of any society; there is no up- 
per limit to membership. All societies 
employ paid officials, as no one could be 


expected to carry out, without remuner- 
ation, the important legal and financial 
business commonly connected with their 
operation. In addition, a strict account- 
ing must be maintained of all finances 
because annual balance sheets have to 
be transmitted to the Registrar, and re- 
turns of members’ holdings every three 
years, with the practice observed of an 
annual audit of accounts. 

Most of the 300,000 cooperative em- 
ployees remain in this type of employ- 
ment all their lives or until they qualify 
for a pension. Trade unionism is uni- 
versal among them in trades where cus- 
tomarily only 5-10 per cent of the shop 
workers and clerks employed by general 
distributive industry are members of 
organized labor groups. Wages and con- 
ditions of all cooperative employees are 
regulated by strong unions, and strikes 
and lockouts are extremely infrequent. 


COOPERATION IN OTHER COUNTRIES 


The principles formulated at Roch- 
dale have spread to many parts of the 
globe. They have appeared in Sweden in 
the form of cooperative housing, indus- 
tries, and stores; in Denmark and Yugo- 
slavia, as part of community life; in 
Germany, where they developed simul- 
taneously with the labor movement; in 
Russia, as a segment of the agricultural 
revival; in India and China and in Amer- 
ica, where farm cooperation flourished. 

In 1939, there were more than 143 mil- 
lion cooperators in the world who were 
organized in 810,000 societies. There 
were more than 60 million members of 
consumers’ cooperative societies, with 
the movement strongest in Britain, Scan- 
dinavia, in the rural areas of Russia, and 
in Belgium and France. The larger move- 
ment of agricultural cooperation, with 
70 million members scattered all over the 
world, sponsored mutual trading rela- 
tions with the consumers’ societies. 
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Cooperation has developed in differ- 
ent ways in different countries, but the 
main premise of the Rochdale pioneers, 
that of distributing profits in proportion 
to the trade of each member, has spread 
to all countries. Its scope is indicated 
by the development of the International 
Cooperative Alliance, first suggested by 
a French cooperator in 1886 and formally 
instituted nine years later. In 1919, the 
framework of a union of national co- 
operative federations was set up and 20 
years later 28 countries and more than 
73 million members were represented in 
the Alliance. Organizations forming the 
Alliance are consumers’ federations in 
the main, although other types of co- 
operation are represented.? 

In many countries, the movement was 
beaten down by the enemy during the 
war, and the British members of the 
Alliance acted as representatives for co- 
operators in occupied countries.* A con- 
siderable sum was subscribed to a Free- 
dom Fund which was to be used for the 
purpose of restoring cooperative facilities 
in countries liberated from Nazi dom- 
ination. The Alliance loomed important 
when peace came because its constitution 
states that it is not concerned “either 
with politics or religion . . . considering 
cooperation as a natural ground on 
which persons of the most varied opin- 
ions and different beliefs can act in 
common.” It intended to re-initiate the 
practice of International Cooperative 
Congresses with an Executive Commit- 
tee transacting daily business. 


INTERNATIONAL ASPECTS 


The more specifically trading aspects 
of international cooperation are dealt 


2 Peoples’ Yearbook of the Cooperative Wholesale Soci- 
ety (Manchester, England: Cooperative Wholesale 
Society, 1941), p. 193. 

3 Cooperative Review, Manchester, England, January 
1944, Pp. 8. 


with by the International Cooperative 
Wholesale Society which was founded 
in 1924. This society does not engage 
directly in trade but is entirely con- 
cerned with fostering cooperative inter- 
national trade through the collection and 
dissemination of trade information, with 
the objective of aiding the work of the 
national wholesale societies. There is 
also an International Cooperative Assur- 
ance Committee which normally con- 
ducts insurance negotiations with cor- 
responding insurance societies in foreign 
countries. 

The cooperative movement offers it- 
self for consideration as a vital aspect of 
reconstruction and rehabilitation policy 
of the United Nations since it can be re- 
lied upon to restore town and village 
societies. The Nazis were unable to kill 
cooperation in Europe, and nearly all 
societies could be reconstructed after the 
enemy was conquered. No new relief or- 
ganizations needed to be set up for the 
production and distribution of food, 
clothing, seeds, and agricultural machin- 
ery, because cooperative societies in all 
parts of Europe were on a well-estab- 
lished basis and were acceptable to the 
peoples and to business interests in the 
various countries. 

The United Nations, in a search for 
institutions capable of immediate use, 
with a minimum of administrative de- 
tail, have paid increasing attention to 
the role of cooperation in the solution of 
postwar economic and social problems. 
This approach was voiced not only by 
leaders of cooperative, worker, and 
farmer groups but also by prominent 
representatives of Government and edu- 
cational groups, by newspaper corre- 
spondents in Europe and the Orient, 
and by underground groups in liberated 
countries. 

The role which may be held by the 


movement during reconstruction and 
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peace will have to be clarified by the co- 
operative organizations themselves, but 
it would certainly include the admin- 
istration and provision of relief through 
the use of the best channels of distribu- 
tion. Cooperative societies, in fact, could 
be used both as sources of supply and as 
means of distribution. In addition, their 
principles and methods might be intro- 
duced as an integral part of the volun- 
tary rebuilding of dislocated national 
economies.* 


WEAKNESSES IN BRITISH COOPERATION 


British cooperation has “‘mastered the 
problems of childhood and adolescence; 
it confronts the problems of maturity.’ 
There are, however, certain inherent 
weaknesses in the movement. One de- 
fect is the apathy shown at committee 
elections. At one meeting of the London 
Society, out of 776,000 members, less 
than 10,000 voted. 

Another weakness is the small retail 
purchases of cooperators. These average 
only $2.60 a week, almost exactly the 
same as a quarter century ago, and only 
50 cents more than 60 years ago. Even 
assuming an average of two shareholding 
members to a family, the cooperative 
household spends only $5.20 weekly at 
cooperative stores, which means. that 
other shops receive the benefit of some 
of the family’s trade. When allowance is 
made for the change in the value of 
money, it is apparent that, over a long 
period, the trade made in terms of quan- 
tities has declined despite rising prices 
and a rising standard of living. 

A third weakness is that cooperative 
trade is confined mainly to a few staple 
foodstuffs, with milk and bread making 
up a large share of the movement’s total 
sales. A survey of the trade of coopera- 

* Cooperative Organizations and Postwar Relief (Mon- 


treal: International Labor Office, 1944), pp. 171. 
5 Cooperative Review, Feb. 1944, p. 7. 


tive societies, made early in 1940, in- 
dicates their share in certain fields of re- 
tail trade:* 











Percentage 
of 
Type of Trade Amount pe 
Trade 
Grocery, provisions, bread 
and confectionery $780 ,000 ,000 20 
Apparel, household tex- 
tiles, furnishing and 
hardware 180,000,000 7 
Dairy 140,000,000 32 
Meat 100 ,000 ,000 12 
Coal 64,000 ,000 20 
Footwear 40,000 ,000 10 
Pharmacy 14,000,000 6 





Wartime rationing of essential food- 
stuffs involved the selection by each 
British consumer of the retailer from 
whom he or she desired to purchase ra- . 
tioned commodities. As this choice is en- 
tirely voluntary, the preference shown in 
the ration registrations of consumers is 
of importance. The cooperative registra- 
tions in rationed foods in 1943 were as 
follows :7 











Percentage 
Commodity Peseta of Civil 
Population 
Preserves 11,628 ,000 27.10 
Sugar 11 ,628 ,000 27.10 
Butter and margarine 11,382,000 26.50 
Cooking fats 11,382,000 26.50 
Cheese 11,318,000 26.40 
Bacon and ham 10,635,000 25.00 
Eggs 71774 ,000 18.00 
Meat 6,295,000 15.00 





It is apparent from these data that 
more than a quarter of the population 
had chosen a retail cooperative society 
for basic foods; the smaller figures for 
meat are explained by the fact that some 


6 E. Topham, and J. A. Hough, The Cooperative Move- 
ment in Britain (London: Longmans, Green, 1944), p. 23. 
1 Tbid., p. 22. 
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societies do not trade in that commod- 
ity. Subsidiary to the main rations, a sec- 
ondary food distribution plan covered 
a wide variety of canned foodstuffs, 
cereals, and dried fruits under which 
there was no registration of the con- 
sumer. Cooperative societies, under this 
scheme, in 1942, collected more than 
2,000,000 points, representing between 
18 and 20 per cent of the total number 
expended by the civilian population. 

Cooperative shop windows indicate 
the movement’s working-class character. 
Even the semi-luxuries bought by aver- 
age middle-class families are in short 
supply. Most societies have hesitated to 
enter the furnishing and household trade, 
although their members spend an ever- 
increasing proportion of their incomes 
on non-food commodities. The personnel 
of the Management Committees of most 
retail societies is recruited from artisans 
and clerks. Even Cooperative Wholesale 
Society directorships are never offered to 
men in private trade, promotions being 
based on service within the ranks of co- 
operators. 

The British movement has tended to- 
ward centralization very slowly because 
of its intense individualism. The Whole- 
sale Society has absorbed a number of re- 
tail groups which could not be efficiently 
operated as individual units, and groups 
of societies have united to promote dis- 
trict federations for operation, on a re- 
gional basis, of enterprises such as laun- 
dries and coal distribution. It is appar- 
ent, however, that more middie-class 
customers should be attracted to cooper- 
ative stores, and that cooperative funds 
should be expended less frequently in the 
future upon Government securities and 
other outside investments, and more 
upon cooperative factories and primary 
sources of supply. 

The trend of events in Britain depends 
on future legislation. Cooperators fear 


the prewar trend toward legal quotas 
which restricted their share of any given 
business activity, establishing their limit 
to trade in advance. They feared the plan 
to save labor through pooled retail dis- 
tribution, and they bitterly resent any 
State action which curtails their freedom 
to expand in open competition with pri- 
vate traders. If such legislation should be 
enacted in, the future, they would im- 
mediately have recourse to an active 
political program of action.® 

British cooperative societies have ex- 
perienced serious difficulties in recent 
years because of the branded goods and 
extensive advertising usually associated 
with modern merchsndising. Men mem- 
bers have proved to be especially keen 
shoppers, rather than active cooperators; 
they are more interested in obtaining a 
private brand at the prevailing price, on 
which dividends will be payable, than 
in developing cooperative production. 
Many society members, particularly in 
the North of England, concentrate their 
attention more upon the social activities 
of their organization than upon the pro- 
motion of the movement’s objectives in 
public discussion and in the press. 

In the drapery trade, cooperators have 
been especially laggard, partly because 
few societies have been able to afford 
stores to compete with the best estab- 
lishments in town. Some leading mem- 
bers are far more interested in quality 
than in fashion, and this tends to retard 
the introduction of modern merchandise. 
Perhaps the wartime utility clothing 
scheme, under which leading designers 
manufactured essential garments on a 
mass basis, will furnish the avenue to 
future development. 


SoME PRoBLEMS 
The question remains whether the 


* H. Norman Smith, “The Cooperative Movement,” 
Britain Today, Toronto, Nov. 28, 1941, pp. 9-12. 











tS2 


se rm 


THE JOURNAL OF MARKETING 


277 








British cooperative movement can attain 
a deeper and wider understanding of its 
ultimate goals. Early Rochdale mer- 
chants had a definite aim in mind—an 
improvement of society. The contempo- 
rary movement, however, has failed to 
evolve any clear-cut principles of eco- 
nomic and social organization. A con- 
cise statement of its tenets is needed as 
well as great teachers to promulgate its 
ideals. 

Cooperation in Britain has always 
been a working-class movement, but it 
has appealed to the superior sections of 
workers. Now it is demanded that it at- 
tain a unified cooperative democracy, 
capable of providing for the effective 
control of the economic system, and of 
mobilizing opinion and representing the 
movement to the outside world. In prac- 
tice, the movement may remain as it is 
—an efficient, large-scale business or- 
ganization, or it may develop an entirely 
new economic organization, based upon 
planning along lines which represent a 
compromise between laissez-faire liberal- 
ism and rigid planning on a compulsory 
basis. 

There is a strong feeling in Britain to- 
day that the cooperative movement’s 
central organization should be rein- 
forced. More than that, it is believed 
that cooperation should not be con- 
ducted under the auspices of some 
thousand independent local societies, 
most of them too small to provide satis- 
factory services for members. These soci- 
eties are so isolated that they merit 
amalgamation with larger groups, al- 
though most local organizations cling to 
the tradition of independent existence. 
Many of them, in fact, have ignored the 
decisions of the annual Congress and the 
recommendations of the national author- 
ity with the view to consolidation. 

This provincial attitude explains why 
the sale of groceries and bread account 


for more than half the total of all co- 
operative trade, why the drapery trades 
have not succeeded, and why some sec- 
tions of the retail trade, such as book- 
selling, have never come within the co- 
operative orbit. It also explains why, in 
recent years, membership in societies has 
grown at a much faster rate than has 
their business. 

The danger of increasing numbers and 
decreasing sales might be solved through 
the merger of all local societies into a 
single large national society, a drastic 
and probably unpopular step, or by a 
policy of extensive amalgamation, com- 
bined with the opening of federal de- 
partment stores in large towns, operated 
by groups of local societies, to offer the 
consuming public a wide range of serv- 
ices. British societies are beginning to 
enter new fields, such as the entertain- 
ment and hotel business, and the London 
Society recently purchased one of the 
largest West End department stores in 
busy Oxford Street. 

In its earliest years, British coopera- 
tion was essentially a thrift agency and 
almost the only protector of poor fam- 
ilies against adulteration. In more recent 
times it has enabled the housewife to 
save for a rainy day and has guarded 
against artificial price raising by holding 
companies. With peace, cooperators are 
challenged to enter new fields of dis- 
tributive activity and to stimulate a re- 
vival of the real spirit of cooperation in 
the hearts of all local members. 

Cooperation is firmly established in 
the industrial North of England, in 
Lancashire, and in Scotland where fam- 
ilies tend to trade in cooperative shops 
because their relatives always observed 
this practice. In new industrial areas, 
developed by the war, such as the South 
and the Midlands, there are no strong 
traditions binding people to the coopera- 
tive movement and, instead, a large 
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number of chain stores offer a wide vari- 
ety of attractive merchandise. 
Cooperation still remains in the ranks 
of skilled and semiskilled workers; it has 
barely scratched the surface of the lowest 
income groups or the middle-classes. If 
the movement wishes to raise the aver- 
age yearly purchases of present members, 
and to increase the number of coopera- 
tors, it must concentrate on the improve- 
ment of distribution, the development 
of consumer research, the analysis of a 
vast array of statistics of society sales 
and production, and, following the ex- 
ample of Swedish cooperation, the design 
and construction of cooperative houses. 
This modern policy might increase the 
cooperatives’ costs of distribution which, 
at the present time, are considerably 
lower than those of private companies.?® 


The end of the war in Europe should 


® The Economist, July 1, 1944, p. 21. 


initiate an enormous revival of coopera- 
tion on the Continent. It is expected, 
too, that the years of peace will afford 
a proving ground for British cooperators. 
If they enter into direct competition 
with chain stores for consumers or with 
established companies for new types of 
manufactured products, the result may 
be a sacrifice of many of the movement’s 
democratic and social principles. 

But it is clear that permanent or even 
temporary inertia of members must be 
combated if the movement is to retain 
the inherent characteristics of a thor- 
oughly democratic and virile consumers’ 
cooperative organization, dedicated to 
the improvement of the life of all citi- 
zens. This change will dictate the vitality 
of the British cooperative movement, and 
on it will depend the part this movement 
can play in the reconstruction and re- 
habilitation of devastated Europe. 
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POSTWAR RUBBER INDUSTRY CAPACITIES 
AND IMPLICATIONS 


HILE the rubber industry is com- 

posed of hundreds of manufac- 
turing units scattered from coast to 
coast, about 85 per cent of the industry’s 
volume is concentrated in 29 tire and 
tube companies, with plants located in 
about 50 communities. These 29 tire and 
tube manufacturers produce all of the 
tires and tubes, which in turn represent 
about 70 per cent of all rubber volume. 
The balance of 15 per cent produced by 
these 29 companies is made up of indus- 
trial products, heels and soles, boots and 
shoes, medical products and many other 
items; in addition, during the war pe- 
riod, there were gas masks, and so on. 

During the war, employees increased 
to about 250,000 in 1945, of which 200,- 
000 were estimated to be on regular prod- 
ucts for both military and civilian needs 
and 50,000 were on special war products. 
Cutbacks in military orders for rubber 
products were expected to create little or 
no problem in the tire manufacturing 
end of the business, as production could 
be shifted immediately from military 
tires to civilian tires, for which there was 
a great backlog built up during the war 
years. 

Since a modern war cannot be carried 
on without large quantities of tires and 
other rubber products, the tire part of 
the rubber industry alone, in order to 
meet undreamed of military and essen- 
tial civilian demands, found it neces- 
sary to expand production facilities by 
$75,000,000 in 1944 and $70,000,000 ‘in 
1945, resulting in an increase over pre- 


war capacities of about 45 per cent in 
units and $0 per cent in tonnage volume. 

It appears that excess capacities in 
passenger and truck tires will be with us 
again. However, these surpluses of facil- 
ities may be greatly reduced through ex- 
panded uses for present products and the 
introduction of new uses. Another solu- 
tion is the elimination of inefficient or 
high cost plants, just as the coming sur- 
plus of the combination of natural and 
synthetic world rubber supply over de- 
mand in a few years suggests the elim- 
ination of inefficient plantations in the 
far east and high cost synthetic plants in 
this country and elsewhere. 

Indications are that car manufactur- 
ers are planning to produce at a level of 
6,000,000 cars for several years, after 
which demand will settle down to a re- 
placement and growth level of about 
3,000,000 cars per year. The truck in- 
dustry has the capacity to produce at 
least 1,000,000 trucks annually, which 
they are expected to do until at least the 
number and condition of trucks equals 
that at Pearl Harbor. There appears to 
be sufficient tire capacity to take care of 
the bulge in the immediate period, as 
shown by the following prewar and post- 
war Capacities. 





1941 Postwar 
Plant Plant 
Capacities Capacities 
Passenger Tires 60,000,000 89,000,000 
Truck Tires 12, 500,000 18,000,000 
Farm Tires 2,600,000 4,000,000 
Airplane Tires 300 , 000 500 ,C0O 
Total 75,400,000 I11,500,000 
279 
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In the prewar era the rubber industry 
was rather unfavorably known for price 
wars and wide fluctuations in earnings 
which were sometimes due to excess 
capacities. By the end of 1945, the in- 
dustry had a capacity for 30,000,000 
truck tires annually as compared to 
12,500,000 prewar. On the surface, this 
appears to create a serious situation, but 
when considered along side passenger 
tires and other old-line products, to- 
gether with new uses and products now 
developed and in the making, the prob- 
lems become greatly minimized. As 
military cutbacks have been made, 
much of this excess truck tire capacity 
has been converted to the production of 
millions of passenger tires for original 
equipment, replacement and export, 
famished during the war. Floor space, 
power plant, processing machinery and 
many other facilities will continue to be 
converted to expanding uses for tractor, 
off-the-road, and other tires, and in 
addition for new products seen and as 
yet unseen. 

The disruption of war either halted or 
greatly slowed the advancement of 
rubber into other fields of usefulness that 
were just beginning to open, with every 
sign of promise for greater efficiency and 
comfort in our everyday life. One of 
these is the use of foamed latex for 
cushioning seats in all kinds of transpor- 
tation facilities, for mattresses, and for 
furniture upholstery. Another is the use 
of rubber in vibration dampeners for 
machines and vehicles—an application 
that prolongs the life of the equipment 
and adds immeasurably to the ease and 
comfort of the operator and the rider. 
Still another is represented by the 
manifold uses of moisture and air-proof 
rubber film, like that manufactured by 
Goodyear under the name of Pliofilm— 
a packaging material that protects and 
preserves its contents, even perishable 


foodstuffs, to a degree undreamed of 
before its development. Replacement of 
steel automobile springs by rubber 
spring-suspensions is another innovation 
that will do its share toward widening 
the future field of rubber’s utility. 

Rubberized fabrics and other coated 
materials are destined to become an 
important segment of the rubber in- 
dustry. In the realm of chemistry, both 
natural and synthetic rubber will furnish 
derivatives which will contribute im- 
portantly to the manufacture of many 
plastics, lacquers, and adhesives. In- 
creased use of conveyor belts—in sizes, 
lengths and carrying capacity never 
before approached and with rubber 
their essential base—is another develop- 
ment forecasting the increased applica- 
tion of this useful material to which we 
can look forward with confidence. 

Other forces contributing to increased 
rubber consumption over the next dec- 
ade are: (1) transcontinental roads; 
(2) Alcan and Pan American highways; 
(3) China interior roads and industrial 
expansion; (4) world commerce through 
aeronautics. The following figures on 
estimates of consumption of old-line 
products and new uses indicate a con- 
tinuation of production at near capacity 
for several years; a decline for about an 
equal period to the level of 1939-40, 


OLp anp New Uses ror Crupe or SYNTHETIC 
Russer 1n U.S.A. (Lono Tons) 


Immedi- 








Old line products vod ate Postwar 
- Postwar 1952 
All tires and tubes $40,000 630,000 660,000 
All other products 225,000 240,000 300 ,C0O 
Total 765,000 870,000 960,000 
New products 
Foamed latex 3,000 15,000 40,000 
Spring suspensions — 3,000 15,000 
Vibration dampeners -- 2,000 5,000 
Shock absorbers 2,000 §,000 10,000 
Rubber films and 
plastics 5,000 10,000 40,000 
Grand Total 77§;000 905,000 1,070,000 
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which was considered very satisfactory 
in those days; then an expansion during 
the decade of the fifties. 

Discussion of the prospects for new 
and increased uses of rubber cannot be 
confined to the potentialities of this 
country alone. In the prewar period, 
with 133,000,000 people, the United 
States consumed 10 pounds of rubber 
per capita. The balance of the world, 
with 2 billion people, consumed only 
two thirds of a pound per capita. In 


other words, the individual American 
uses 15 times as much rubber as the 
average dweller in other lands. If this 
foreign consumption were increased to 
but 14 pounds, 600,000 long tons addi- 
tional rubber would be required. In 
1939, world consumption was 1,100,000 
tons. Expansion of present foreign rub- 
ber plants and possible new ones are 
therefore in the tomorrow’s picture. 

W. F. BLoor 
Akron, Ohio 


RETAIL OUTLETS IN SHOPPING CENTERS STOP DECREASING 


HE NUMBER Of retail stores in the 259 
Pace centers in the Cleveland 
Metropolitan District decreased at an 
accelerating rate each year between the 
outbreak of war in Europe and 1943. 
(The Real Property Inventory of Metro- 
politan Cleveland has recorded the feet 
of street frontage by each type of use 
and name of operator on street level in 
each of these shopping centers every year 
since 1939.) 

There were 3 per cent fewer retail 
stores in 1941 than in 1940, 4 per cent 
fewer in 1942 than in 1941, and 6 per 
cent fewer in 1943 than in 1942. During 
these three years retail stores in these 
shopping centers decreased by 13 per 
cent. Between 1943 and 1944 these de- 
creases have ceased to occur and an in- 
crease of I per cent is evident. This 1 
per cent increase in the number of retail 
stores in 1944 Over 1943 is a marked 
change from the 6 per cent decrease dur- 
ing the previous 12 months. 

This leveling off, if confirmed by the 
1944 to 1945 study, means but one thing, 
namely, that the bottom has been 
reached and retail stores may be ex- 
pected to multiply from now on. 

The types of stores which had been 
disappearing rapidly decreased less rap- 


idly between 1943 and 1944. 

Bakeries, decreasing 10 per cent be- 
tween 1942 and 1943, decreased only 4 
per cent between 1943 and 1944. Candy 
and confectionery stores decreased by 
larger and larger numbers each year to 
1943—12 per cent fewer in 1943 than in 
1942. They decreased only 3 per cent be- 
tween 1943 and 1944. Delicatessens, de- 
creasing 14 per cent between 1942 and 
1943, decreased only 3 per cent between 
1943 and 1944. Motor vehicle dealers, 
decreasing 16 per cent between 1942 
and 1943, decreased 4 per cent during the 
next 12 months. Restaurants and eating 
places, decreasing 6 per cent between 
1942 and 1943, decreased less than 1 
per cent between 1943 and 1944. 

Those types of retail stores which had 
reached bottom in 1943 showed increases 
by 1944. 

Fruit and vegetable stores decreased 
13 per cent between 1942 and 1943 but 
increased 11 per cent during the next 12 
months. Automobile accessory, tire, and 
battery shops, decreasing 14 per cent be- 
tween 1942 and 1943, increased nearly 10 
per cent between 1943 and 1944. The 
sale of new tires had been greatly cur- 
tailed but recapping had developed in its 
place. 
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Retail outlets in which things for the 
home are sold showed the most striking 
changes. This may indicate a renewed 
interest in the home since travel had be- 
come so restricted. 

The furniture-household group of re- 
tail outlets, decreasing faster and faster 
between 1940 and 1943 (7 per cent fewer 
such stores in 1943 than in 1942), in- 
creased 12 per cent between 1943 and 
1944. The radio and music stores in- 
cluded in this general group decreased 7 
per cent between 1942 and 1943 and in- 
creased 39 per cent during the more 
recent 12-month period. 

The lumber and building group (in- 
cluding electrical shops, heating and 
plumbing shops, paint and glass stores, 
and hardware stores besides lumber and 
building material dealers) decreased 5 
per cent between 1942 and 1943 but 
increased 10 per cent between 1943 and 
1944. Electrical shops (without radios) 
decreased 12 per cent during the earlier 
period and increased 44 per cent during 
the later period. 

Rationing has discouraged some retail 
operations and shortages of men and ma- 
terials have discouraged others. The big 
drop in the number of filling stations 
came between 1940 and 1941—7 per 


cent. Fewer and fewer such retail out- 
lets operated in Cleveland’s shopping 
centers since that time. The decrease 
between 1943 and 1944 was 4 per cent. 
Cigar stores and stands showed a huge 
decrease between 1942 and 1943—a 23 
per cent decrease. They held their own 
between 1943 and 1944. Perhaps the bot- 
tom was reached in 1943. 

Meat markets and sea food places, de- 
creasing since 1940, decreased 10 per 
cent between 1942 and 1943, but held 
their own between 1943 and 1944. The 
shortages of meat are offset in part by 
the more plentiful supplies of unrationed 
fresh sea food. Grocery stores, shoe 
stores, and others seriously affected by 
rationing continue to decrease at sub- 
stantial rates. 

Some few other types of retail stores, 
such as gift shops and stores in which 
novelties and toys are sold, have con- 
tinued to increase in number. Gift shops 
and novelty and toy shops decreased be- 
tween 1940 and 1941 but have been in- 
creasing at accelerated rates since that 
time; 29 per cent more such shops were 
operated in 1944 than in 1943. 

Howarp WuippLeE GREEN 
Cleveland, Ohio 


THE SIZE OF THE POSTWAR CALIFORNIA MARKET 


HE POPULATION of California has in- 
oe from 6,907,387 as of 1940 to 
8,746,000 as of July 1, 1945 and, with 
the present trend, will probably reach 
nine million by the end of the year. Con- 
trary to the belief of many individuals, 
the Negro market is still relatively small 
within the state. In 1940, the Negro 
population in California was 124,306; 
the present estimate is 235,000, which is 
about 2.6 per cent of the total popula- 
tion. 


The unprecedented rise in the popula- 
tion of the state as a whole, however, has 
brought with it many problems, the solu- 
tion of which will largely depend upon 
the number of jobs which will be avail- 
able after the war, and the number of 
people who decide to remain in Cali- 
fornia to compete for those jobs. 

In studies which we have made in co- 
operation with several industries upon 
the termination of their employees who 
originally came from other sections of the 
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country, it has been found that the num- 
ber returning to their former homes 
varied from Io per cent to $0 per cent. 
While it was difficult to analyze all the 
psychological factors which caused the 
people to leave the state, it was observed 
that the firm which had 50 per cent of its 
employees return to their former homes 
had done a rather extensive recruiting 
job in the first instance, and then be- 
cause of acute production problems had 
not been able to adequately look after 
the welfare of the men and women. As a 
result, the people who left this organiza- 
tion stated that their most important 
objective from the time they started to 
work for the company was to return to 
their former homes as soon as possible. 
On the other hand, the firms which had a 
small percentage leaving the state had 
done a good job of selling the organiza- 
tion to the people, besides stressing in the 
publications of the companies the future 
job opportunities. 

Therefore, to ascertain the results of 
the migration into California during the 
war, we recently made a survey among 
those who came into the state during the 
past four years, asking them if they 
planned to remain. Of the sample 
studied, 75 per cent indicated the desire 
to remain in California after the war. It 
was their general feeling that the future 
job opportunities in California appear 
very favorable because of the growth of 


new industries attracted by the adequate 
supply of raw materials and cheap power 
and because of the nearness of the state 
to the Pacific markets. They believed 
that the increase of the population 
would be an added incentive for new 
industries to come into the state, which 
would provide additional job opportuni- 
ties. 

Forty-eight per cent stated they had 
come to California because of better job 
opportunities, 28 per cent because of the 
climate, 12 per cent because of family 
ties, and the remainder gave various 
sundry reasons. 

The results of the survey indicate that 
the California market, which has grown 
so rapidly during the past few years, will 
in all probability retain a large percent: 
age of those who have come into the 
state since the beginning of the war, be- 
sides maintaining a continued growth in 
numbers. The birth rate for the current 
year will exceed the death rate by 75,000 
while the in-migration by motor vehicles 
alone has exceeded the out-migration on 
an average of 25,000 to 30,000 per 
month. Therefore, if 75 per cent of the 
people who have migrated into the state 
remain, California can look forward to 
having a population of ten million per- 
sons within the next five years. 

Cuar.es J. DirKsEN 
University of Santa Clara 


HOW THE NATIONAL CASH REGISTER COMPANY VIEWS 
THE RESPONSIBILITIES OF SALES MANAGEMENT 


(C)” COMPANY is one that has always 
realized the importance of its sales 
management. This is attested by the fact 
that my appointment carried with it the 
title of Vice President in Charge of 
Sales, and appointment as a member of 
the Board of Directors. No sales execu- 


tive can perform his complete function 
unless he is in possession of all of the 
important facts of the business. He must 
ascertain the sales potentialities for the 
coming year, help establish the budget 
for the number of salesmen necessary to 
attain the sales objective, and anticipate 
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the necessary expense for the training of 
salesmen, advertising and all other ex- 
penses which must be considered in the 
budget. In other words, he must co- 
ordinate his efforts with those of the 
manufacturing division so that all 
branches of the business will be working 
in accord. 

Ours was one of the first companies in 
the United States to go on war work. We 
started before Pearl Harbor. Inasmuch 
as we were I00 per cent on war work, ex- 
cept for our accounting machines which 
were sold on priorities, it gave us an ex- 
cellent opportunity to put the question 
mark on everything that we had ever 
done. In the case of the Sales Depart- 
ment, we directed our questions to five 
subjects: (1) product, (2) sales organiza- 
tion, (3) sales training, (4) service, (5) 
advertising. 


THE Propuct 


To put first things first, any man in 
charge of sales must first direct his at- 
tention to the product itself. We have 
created a Product Development Depart- 
ment. We have always had a fine Engi- 
neering Department and our engineering 
has always been done after consulting 
with the Sales Department, but the engi- 
neering was initiated by the Engineering 
Department and not by the Sales De- 
partment. We have learned that engi- 
neers can design anything for which we 
ask them—just as a tailor can make any 
kind of a suit that you may desire, but 
you must tell him whether you want it 
single breasted, double breasted, dinner 
coat, or whatnot—and likewise, we be- 
lieve that it is the duty of the Sales De- 
partment to tell the Engineering Depart- 
ment what is needed in the field. 

Therefore, we have in our Product De- 
velopment Department men who have a 
special flare for the features and func- 
tions of our machines. These men call 


upon our users and our prospects and 
learn from them what is needed on our 
machines that we do not have today; 
practically every suggestion which has 
been made for the improvement of our 
product has come from the user himself. 
All executives of our company attend 
the meetings of this Product Develop- 
ment Department, where these ideas are 
evolved and later tested with a commit- 
tee of our field representatives; and when 
definite conclusions are reached, they are 
passed to the Engineering Department 
and finally to the Manufacturing Divi- 
sion. 

When considering the development of 
some new product and time is a factor, 
it may be advantageous to acquire an- 
other company’s product. Such was our 
case last year. As long as I can remember 
prospects have asked our salesmen 
whether we have an adding machine for 
sale. Besides, we have had a need for a 
lower priced bookkeeping machine than 
those we have in our line. After exhaus- 
tive tests, it was decided that the Allen 
Wales Adding Machine Corporation’s 
products would be a perfect acquisition 
for our company. The purchase of this 
company will augment both our cash 
register and accounting machine lines 
and will greatly increase our business. It 
is an example of the right kind of ac- 
quisition, but too often purchases are 
made which do not prove so wise. When 
considering the acquisition of new prod- 
ucts, you must be certain that the new 
line will be compatible with your own 
products; if it is something that is for- 
eign to your line, it may require an 
entirely different type of salesmen and 
selling methods and create disunity and 
dissatisfaction in your organization. 


THE SALES ORGANIZATION 


After a sales manager decides how 
much business he hopes to do, he must 
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make his plans for a selling organization. 
Most selling organizations are depleted 
now; we have the older men—the ex- 
perienced ones—but we lack all of those 
younger men who will return from the 
armed forces, so that we have ahead of 
us a tremendous recruiting job. 

Our company has almost four thou- 
sand former employees in the armed 
forces. Correspondence is carried on with 
all of these former employees and letters 
received indicate that their greatest 
anxiety is what the attitude of manage- 
ment will be when they return home 
ready to resume their former jobs. In- 
stead of stressing the adjustment which 
these men must make, management 
should be giving serious consideration 
to the adjustment which it must make 
in its thinking and planning for them 
when they return. 

Our company made a survey of the 
ex-service men who have returned to 
their former jobs. This survey showed 
that few individuals were dissatisfied 
with their own efforts to adjust them- 
selves to their former responsibilities. 
Most of them had compensating ex- 
periences which had added to their 
qualifications, and all had returned with 
an eagerness to make up for lost time 
and to forget the unpleasant memories 
of their experiences by losing themselves 
in their work. 

The question arises as to whether you 
are looking for salesmen, as the average 
sales manager does, or whether you are 
making plans to develop salesmen. An 
analysis shows that a large percentage 
of our company’s successful salesmen 
started with us at an early age. The 
policy of getting a new salesman by 
employing a more experienced salesman 
from outside causes great loss to many 
companies. It is true that there are some 
men of ability who feel that their present 
positions do not offer sufficient induce- 


ment and are eager for a change, but in 
most cases the experienced men hired 
are those who have been failures with 
other companies. If you were in the 
insurance business, I am quite certain 
that you would not seek those prospects 
which have been rejected by other 
companies. 

We find that the men who come into 
our business at an early age, who 
gradually acquire a knowledge of our 
business, and who are given sufficient 
time to gain the necessary confidence in 
themselves, are the ones who have the 
best chance to succeed. We are con- 
stantly on the lookout for men of charac- 
ter and with the qualities that we desire. 
We have found many of them at col- 
leges. Many started with us as office 
clerks in departments at our factory, and 
others have come up through the branch 
offices and service end of our business. 

There are four working tools which 
we use when considering applicants. The 
first is the application blank. We have 
become convinced that we have never 
obtained sufficient information about 
the applicant and his personal, educa- 
tional and experience history, and so we 
are preparing a most comprehensive 
application blank. We have been using 
credit reports for some time with ex- 
cellent results. It is incredible how much 
valuable information can be obtained 
for a few dollars from these reports. 
Besides, when a man lacks financial 
stability he will be a constant source of 
trouble. 

Every applicant is interviewed by at 
least three different persons. We check 
up very carefully on references and 
always talk personally to those given 
as references, because it is only by a 
personal interview that you will obtain 
the real facts. Next best is talking by 
phone to the reference. We have learned 
that you cannot always depend upon 
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the written reference. 

We have been doing some experi- 
menting with aptitude testing. It seems 
logical to ask our successful salesmen a 
list of questions and get their reactions, 
and by this means establish a pattern; 
and then ask our applicants the same 
questions for the purpose of determining 
whether they have the same qualities 
as our successful men. Aptitude testing 
has great possibilities; we should give 
hearty support to this new tool for the 
selection of personnel. 

In passing, much may be said for the 
idea that a company should fill out an 
application blank, too, and tell the 
prospective employee what it has to 
offer him, not only for the present, but 
for the future. The standards by which 
the prospective employee could judge a 
company might be: (1) popularity of 
products; (2) attitude of management 
toward research and engineering; (3) 
employees, stockholders, customers, and 
public relations; (4) conservative finan- 
cial policies; (5) ability to increase earn- 
ing power over a period of years relative 
to capital invested. 

There is no more important decision 
that we have to make than that of a 
salesman’s basis of remuneration. We 
must make it profitable for the salesman 
to do the things that we want done. 
After years of experience with any 
company, a salesman should be able 
to earn more money than he would be 
worth to an entirely new company. 

We are convinced that a salesman 
should be given a certain amount of 
money which he can count on to take 
home. Although he may be working on 
a commission basis, he should receive 
separate reimbursement for his traveling 
expenses. If he is given a fixed amount 
for both living expenses and traveling 
expenses, you can be quite certain that 
he will not cover his territory as com- 
pletely as he should. 


Furthermore, we believe that every 
company should have some kind of 
retirement plan. Regardless of how well 
you may pay a salesman, he may be 
unfortunate in his investments. And 
about the poorest kind of advertising is 
to have some salesman, who has been 
cancelled because he has ceased to be 
productive, walking the streets telling 
people what a bad deal the company, for 
which he worked so loyally for so many 
years, gave him. 


SALES TRAINING 


We are completely renovating our 
sales training program. Many salesmen 
today have fallen into careless habits 
towards selling. They have not been 
forced to draw upon their resourcefulness 
or to study as they did at one time, 
because most of them have not had any 
new products for sale. We are preparing 
refresher courses for all of the men who 
will return from the armed forces and 
those who have remained in our organi- 
zation. Our company was one of the first 
to have verbatim approach and demon- 
stration, sales quotas, guaranteed terri- 
tories, sales conventions, Hundred Point 
Club meetings, and many other such 
activities which have become a part of 
practically every sales program today. 

Our successful salesman today is of 
the systems engineering type who not 
only knows our products, but has 
specific knowledge of different lines of 
business so that he can make intelligent 
applications of our product. Resource- 
fulness in salesmen is important and 
every salesman should be taught how to 
convert the prospect’s objection into a 
selling point for his product. However, 
I believe that the best salesman is one 
who impresses the prospect by his 
knowledge of the prospect’s particular 
need rather than obtaining the order 
through high pressure methods—a dom- 
ineering attitude, if you will. 
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SERVICE 


Not all firms sell products which 
require service such as a cash register, 
adding machine, or accounting machine. 
But service is of tremendous importance, 
and the sales manager who does not take 
it into account in his overall planning is 
going to overlook one of the most 
important subjects of all. When we buy 
an automobile, we do not buy an auto- 
mobile—we buy the service which it 
gives; and if we do not get good service, 
we do not consider that we have much 
of an automobile. When a prospect buys 
a cash register, adding machine or 
accounting machine, he does not buy 
the machine—he buys the service which 
it renders. 

When a salesman makes an intelligent 
application of his product to the pros- 
pect’s needs, he is rendering a great 
service. When a repairman renders good 
service on a machine, good service 
becomes selling—the finest kind of 
selling; so that I think salesmanship and 
service are synonymous. 

It has been our endeavor to be realis- 
tic; we seldom come to any important 
decision without having a survey made. 
Recently, we sent out several hundred 
thousand letters to our users to get first 
hand information as to what they 
thought about our service, and we were 
very much pleased to find that our serv- 
ice in the cities is very satisfactory. There 
was still need for some improvement in 
the provincial territories, and although 
we have 334 service offices in the United 
States and Canada, we have decided to 
locate service depots at strategic points 
all over the provincial territories in this 
country. We shall endeavor to have the 
best service of any company in this 
country selling machines of any kind; 
we want it said that when our product 


is installed the service is what it should 
be. 


Now I should like to inject a note of 
caution here. Some may feel that during 
the period of the war they have un- 
covered great possibilities for profit in 
the service end of the business. Any- 
one is willing to pay a reasonable price 
for anything, including service. But if 
you are thinking of service as being the 
source of great profit in the future 
because you found it expedient to obtain 
profit from that source during the war, 
I suggest that you eliminate the thought 
from your mind because I do not believe 
that is the place to make more than a 
reasonable profit. 


ADVERTISING 


Many companies have a policy of 
spending a certain percentage of the 
total volume on advertising. As a general 
rule that is a very good way of doing 
it, but I think that one should put into 
the budget an amount for advertising 
commensurate with the needs. We have 
an unusual problem in this respect in 
that our name limits our products in the 
minds of most persons to cash registers. 

Therefore, we have the current prob- 
lem of acquainting everyone in the coun- 
try with the fact that we have a machine 
for every application wherever money is 
handled or records are kept. We have 
depended largely upon direct mail and 
trade magazines. But for the past couple 
years we have also been using news- 
papers extensively in our endeavor to 
have this knowledge about our products 
pervade the consciousness of everyone 
in the country so that when someone 
suddenly becomes a factor in a decision 
about a purchase he will know about the 
products of our company. 

The broad responsibilities of sales 
management start with suggestions for 
the engineering of the product and never 
really end because we have the responsi- 
bility of rendering service to the cus- 
tomer after the product is installed. 
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Then, we have real justification for 
advertising our products to others. 

We have heard a great deal of talk 
about the responsibility of sales ex- 
ecutives in the postwar era. We are told 
that it will be necessary to increase our 
nation’s business to a volume somewhere 
between 120 and 140 billion dollars. 
There is an adage that if every man will 
keep the street in front of his own house 


clean, there will be a clean city. And it 
is my firm conviction that if every sales 
manager of every company in the United 
States has done his postwar planning as 
he should, our combined efforts will be 
equal to the responsibility that will be 
ours. 

Joun M. Witson 
Dayton, Ohio. 


MARKET RESEARCH MUST HOLD EXECUTIVE ATTENTION 


ARKET RESEARCH is reaching ma- 
M turity—it is now widely accepted 
as a working tool of business and in- 
dustry. It is no longer just window 
dressing for a few publishers and agen- 
cies. In my opinion, it has grown to its 
present status because of the ability of 
its practitioners to put their findings 
into form to be easily used by manage- 
ment. What is the use of our finding out 
important and valuable facts if they are 
buried in somebody’s files? They must 
be brought out so the puzzled and 
perplexed executive sees the answer to 
his problem. 

Every time you try to get across a 
plan, a finding, or a-recommendation to 
officers of your own firm or to a customer, 
you need salesmanship. No matter how 
sound and important a report or presen- 
tation seems to you, to the other man it 
is just something else that demands some 
of his money or his life, and he learns to 
guard both. The least you can do to 
relieve his pain is to make your story 
entertaining. There are no dull subjects; 
there are only dull speakers and writers. 

Some 45 years ago, Sheldon began 
taking salesmanship apart, and deter- 
mined that a sale has four parts: 
Favorable Attention, Interest, Desire, 
and Action. He taught that the per- 
sonality of the salesman was all impor- 








tant; so he urged his students to culti- 
vate their Area, meaning their Ability, 
Reliability, Endurance and Action. It 
is not too much to ask that presentation 
shall also have Area. 

Many laws of salesmanship apply to 
presentations of facts, data and recom- 
mendations. To name just a few of 
these, one should Know His Goods, 
Know His Customer, Know Himself. 
He should have his ideas so clear and 
simple that they are quickly under- 
standable: that is Knowing Your Goods. 
He should Know Himself, meaning that 
he should not try to imitate what others 
do, but rather seek ways of expressing 
ideas that come natural to him, and 
therefore convey sincerity. 

Knowing Your Customer, when it 
comes to written presentations, is a bit 
bothersome because you must convince 
men of different mentalities. To reach 
the big boss, sometimes your story must 
filter through lesser bosses who give 
their own free hand versions of what 
story is told. Those who create presenta- 
tions should, at intervals, be privileged 
to hear one audience member tell 


another what they remember. Shock 
and amazement eventually give way to 
a resolve that all later presentations 
must be made much simpler. 

Because there are many types of 
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minds to be reached by a presentation, 
the ideal report uses three avenues to 
the mind: figures for the reader who 
likes to follow up the details; simple 
words for the man who remembers his 
arithmetic only as a series of painful 
lessons; and pictures for the fellow 
whose mind tends to wander. Words 
alone are apt to be misinterpreted, 
especially when read aloud, because they 
sound one way when spoken and look 
another way when written. 

Charts rank high among sure fire 
devices to get an executive’s favorable 
attention. Especially, if you start out 
with a simple one, which he can grasp 
in a flash without stopping his train of 
thought about income taxes. You have 
to do a lot of boiling down and simple 
thinking before you can construct a good 
chart. 

Show, if you can, an opening chart 
which tells a man something he knows 
about his business and believes others 
do not know. It gives him the same 
feeling of complacency that he gets in 
listening to Information Please, when 
he knows the answer to a question that 
stumps the experts. That is the point 
at which Interest begins. You have 


SOME PREFERENCES OF 
Dz: the past five years at WRGB 


in Schenectady we have put on 
over 900 different television programs: 
news, musical, variety, dramatic, sports, 
games, educational, audience participa- 
tion—some good and many bad. 

Each week, we send the audience 
(there are only between 300 and 400 
receiving sets in our area) a business 
reply card with the weekly program 
schedule, and ask them to check those 
programs to which they listen and 
indicate to what extent they like or 


shown him how smart he is, and he loves 
you. 

Follow this with a chart aimed at 
arousing Desire; the desire for more 
information. Such a chart brings out a 
principle you can use to advantage in 
any kind of report, even though no 
illustrations are used. As an example, 
combine on a single page an index to- 
gether with a summary of top findings. 
The executive sees something in the 
summary of page 11 that urges him to 
say “Turn to that page and tell me 
more.” Later, he may want other pages 
presented, but you know at once what 
interests him most. 

Market research will continue its de- 
velopment only if it can improve its 
service to management. Market research 
men will move into top management 
positions and top management men 
will move into market research on the 
plane of the same two abilities: the 
ability to see what answers to manage- 
ment problems can be brought by 
research, and the ability to simplify the 
findings of research so they show the 
answers to these problems of manage- 
ment. Frank R. CouTant 
New York, N. Y. 


TELEVISION AUDIENCES 


dislike each show. We get from 10 to 20 
per cent return from these cards each 
week. Some months ago we drafted a 
four-page questionnaire and had one of 
our market research interviewers make 
personal interviews with Io per cent of 
our set owners; then we mailed a ques- 
tionnaire to the remaining go per cent 
and received a 58 per cent return. Other 
survey methods have been used includ- 
ing coincidental telephone surveys. Here 
are some of the things we have learned. 

The proportion of the receiving sets 








290 





THE JOURNAL OF MARKETING 





tuned in for the average television 
broadcast is 61 per cent. The average 
home attendance for television programs 
is 4 tO § persons per receiver turned on. 
The proportion of the television audience 
consisting of children (persons under 18 
years) is 26 per cent. (When we made a 
personal interview study, some months 
ago, we frequently found that the 
adults could not answer the questions 
as well as the children—television has 
a tremendous appeal for children, as 
you would expect.) We put on afternoon 
programs two days a week for more than 
a year and found the afternoon audience 
to be about } of the evening audience. 

Does the audience prefer motion 
pictures or live talent shows? About 53 
per cent say they prefer live talent shows, 
28 per cent prefer motion pictures, and 
the rest enjoy live talent and motion 
pictures equally. Sixty-seven per cent 
tell us that the studio programs are 
received more clearly than motion pic- 
tures. This is due to the fact that motion 
pictures were not made especially for 
television. If they were (that is, with 
more close-ups and better contrasts), 
there is no reason why they should not 
be received fully as well, and in many 
cases, better than live talent shows. 
Seventy-nine per cent of the audience 
prefers full length movies, 15 per cent 
prefers movie shorts, and 6 per cent 
enjoys both. The preference for full 
length pictures is partly explained by 


the fact that most of the shorts are 
educational, and the mass of people are 
no more interested in being educated 
over television than they are over radio 
—unless the sugar coating is thick. 

The types of live talent programs most 
preferred, listed in order of the au- 
dience’s preference are: sports, quiz 
program, light opera, variety shows, 
puppet shows, plays full-length, per- 
sonalities, monologues, news. How sig- 
nificant these results are is open to 
question, since so much depends on what 
we have been able to give the audience. 
Full length plays are better received 
than “one acters.” This is consistent 
with the preference for full length 
movies over movie shorts. The kinds of 
music preferred by the audience are: 
classical (concert, symphony, opera), 
38.9 per cent; popular, 34.5 per cent; 
semi-classical, 26.6 per cent. There is a 
relatively larger percentage who vote 
for classical music than prefer it on the 
radio, due to the type of person who, at 
this time, owns receivers. But it would 
be a mistake to assume that the receiving 
sets are all owned by people in the 
highest income brackets. The members 
of the audience enjoy soloists more 
than groups—either choruses or or- 
chestras. And they prefer instrumental- 
ists to vocalists. 

Rosert L. Gipson 

General Electric Co. 


POSTWAR RADIO FACSIMILE 


ACSIMILE is a method of communica- 
Fécn whereby written, printed, il- 
lustrated messages can be delivered on 
paper with the speed of electricity, and 
with perfect security by radio or over 
a wire. 

The sending apparatus has an electric 


eye which is sensitive to lights and darks. 
The copy to be transmitted is clamped 
to a cylinder that revolves in front of 
the electric eye, and whenever the eye 
sees black or gray (as in a piece of print- 
ing or a photograph), it varies accord- 
ingly the intensity of the impulses, 
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which it sends through the electric 
circuit to the receiving apparatus. 

In the receiver (or printer) is a stylus 
which receives the impulses. When this 
receives a strong “signal” from the 
electric eye, it gives forth more power 
than when there is a weak impulse. Held 
in front of the stylus is a continuous roll 
of special receiving paper, clamped to a 
cylinder that revolves in synchronization 
with the sending cylinder. This paper is 
black with a thin coating of white. The 
stylus electrically changes the color of 
this coating, with an intensity that 
varies with the impulses received, to 
blacks and grays, forming images similar 
to those made by halftone dots. 

Thus the receiver of a facsimile 
message gets, in effect, a halftone re- 
production of the original. This is the 
most accurate method of long-distance, 
high-speed communication. It is also 
the most rapid method of communica- 
tion. In two minutes a sheet 83” X11” 
can be transcribed, which can be covered 
with pictures or with hundreds or 
thousands of words of text. A sheet of 
that size set close with 8 pt. or 10 pt. type 
can carry a Jot more words than can be 
handled accurately by any other electric 
communication system in the same 
period of time. 

Facsimile broadcasting will print in 
your home a continuous roll of paper as 
wide as five columns of newspaper copy. 
It will be printed on one side only. The 
text may be news photos, news items 
and articles, cartoons, crossword puzzles, 
box scores, stock market reports; a 
women’s page; articles on health, diet, 


etc.; and practically everything else 
found in our great metropolitan dailies, 
besides advertising. 

This printed advertising is dissemi- 
nated by radio. Before the war, 2- 
column facsimile receivers were sold for 
$75 each; we can not predict the future, 
but believe that facsimile will be avail- 
able for mass-class circulation. At the 
time of Pearl Harbor, 26 stations were 
broadcasting facsimile experimentally. 
Now they can do it commercially. And 
as soon as the war is over, we can expect 
facsimile publishing to begin in earnest. 
Furthermore, with an FM channel, 
facsimile and audio can be _ broad- 
cast simultaneously without interfer- 
ence. That means, that while you are 
listening to some favorite singer, you 
can get, by facsimile, a printed il- 
lustrated program, perhaps with a trans- 
lation of the words or a score of the music 
—and the sponsor’s message, printed. 

As to commercials—pictures of prod- 
ucts, packages, and labels will be per- 
manently reproduced, for the eye to see, 
while the ear hears a description. Offers, 
addresses, and details will be put down 
on paper, in a lasting form. Facsimile 
will enable you to send coupons over 
the air which may be redeemed at stores. 
All the details of contests can be ex- 
plained and set forth in a form to be 
kept and studied at leisure, and neither 
forgotten nor misunderstood. 


GeorcE Henry PAyneE* 
Passaic, N. F. 


* The late George Henry Payne was with Finch Tele- 
communications, Inc. 


COMMENTS ON ALASKA’S TRADE 


EFORE the outbreak of World War II 
but few people showed any active 
interest in our outlying possessions or 


thought much about our relationships 
with them. Since then, information 


concerning the areas belonging to us has 
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been eagerly sought, and the history, 
geography, and commerce of these 
regions have been more seriously studied 
and discussed. The war in the Pacific 
and proximity to Asia have directed 
attention to Alaska, acquired in 1867 
by purchase from Russia at a cost of 7.2 
million dollars. 

Because people at that time knew 
little about the resources in Alaska’s 
586 thousand square miles, the negotia- 
tion of the treaty of purchase by Secre- 
tary of State William H. Seward was 
often referred to as “Seward’s Folly,” 
and for some time the region was known 

s “Seward’s Icebox.” In 1884, a bill 
establishing civil government was passed 
by Congress, and the “Territory of 
Alaska” was created in 1912 by the 
“Organic Act,” which provided for a 
legislature of two houses elected by 
popular vote and a Governor appointed 
by the President of the United States. 

Alaska trades almost exclusively with 
us—g8.9 per cent of her total merchan- 
dise exports and 99.7 per cent of her 
merchandise imports in 1940.! Our mer- 
chandise imports from Alaska in 1940 
were valued at 40 million dollars, and 
gold shipments at 21 millions. Until the 
last years of the nineteenth century furs 
were Alaska’s most important export, 
with beaver, mink, muskrat, blue and 
red fox the leading land furs, and the 
seal the outstanding sea fur. When 

pelagic sealing by ships from several 
nations threatened the herds, an in- 
ternational treaty of 1911 between the 
United States, Great Britain, Russia, 
and Japan placed the seals under the 
administration of the United States and 
provided that they could be killed only 
on the Pribilofs. Their population has 
since been restored. 


1 Statistical Abstract of the United States, 1941 (Wash- 
ington: U. S. Department of Commerce, 1942), p. 652. 


As some of the fur trappers turned to 
employment in canning or mining, which 
offered a steadier income and less ex- 
posure to the elements, trade in furs 
gradually yielded place to trade in other 
commodities. Alaskan waters have been 
rich in fish—salmon, halibut, herring, 
and cod in particular. Fish were tradi- 
tionally preserved by salting or by dry- 
ing, and it was not until the 1870’s that 
salmon canning, which was to become 
Alaska’s major export industry, was 
established. The pack, less than seven 
thousand cases in 1880, had reached 
more than eight million by 1936. 

In view of the potential depletion of 
the salmon, Congress passed legislation 
prohibiting the erection of obstructions 
in Alaskan rivers to impede the ascent 
of the salmon to their spawning grounds. 
In 1906, the Secretary of Commerce was 
authorized to set aside certain streams 
as preserves for salmon spawning, and 
to establish closed seasons; later he was 
given more authority with respect to 
determining the conditions under which 
fishing was conducted in the Territory. 

Alaska also exports minerals to us, 
primarily gold, but also silver, copper, 
and platinum. The exact amount and 
the quality of mineral deposits are not 
known. However, a partial list of re- 
sources includes gold, silver, tin, copper, 
platinur, antimony, graphite, bismuth, 
coal, and petroleum. 

In 1940, our merchandise exports to 
Alaska totaled 48 million dollars, con- 
sisting of metal manufactures, machin- 
ery and vehicles, textiles, petroleum 
products, and animal and vegetable food 
products. Iron and steel products and 
tin cans are the most important metal 
manufactures. The machinery and ve- 
hicles are not only industrial machinery 
—fish cannery equipment, mining and 
quarrying equipment and engines, elec- 
trical machinery and apparatus, and 
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automobiles and parts, but also agri- 
cultural machinery and implements. 
The last mentioned items: indicate that 
Alaska, whose leading i imports have been 
food and manufactures, is producing 
more of her own agricultural products. 
Some areas that previously depended 
upon imports, now buy fresh vegetables, 
eggs, and dairy products produced on 
Alaskan farms. 

Although Alaska has petroleum, she 
imports gasoline and fuel oil, since not 
enough of these have, in the past, been 
processed domestically to supply her 
needs. Wood and paper are also im- 
ported, in spite of the fact that there are 
large tracts of valuable timber in Alaska, 
especially hemlock, spruce, and cedar. 

The trade of a region naturally is 
limited by its transportation system. 
Alaska is not a land served only by dog 
teams or ocean going vessels frequently 
ice-bound. Parts of the country have 
been linked by rail lines and motor 
roads, although facilities do not pene- 
trate everywhere, and vast areas are 
still isolated, uninhabited, or even un- 
explored. An extensive expansion of 
railroad and highway transport may 
wait upon increased population density 
and further industrialization. The air- 
plane is widely used for carrying pas- 
sengers and commodities. In remote sec- 
tions, Alaskans otherwise unacquainted 
with present-day mechanical conven- 


iences, are often seasoned air travelers. 
Food and equipment can be dropped to 
isolated prospectors, and where airports 
are lacking, landings are sometimes 
made upon frozen lakes in winter, or, 
with pontoon planes, upon open lakes 
in summer. 

Concentration upon air transport 
places Alaska in a forward-looking 
position with respect to the future, for 
air cargo will undoubtedly assume a 
significant place in world trade. If 
problems of weather and climate can be 
overcome, great circle routes through 
Alaska may change the direction of 
world commodity flow. The develop- 
ment of these routes depends upon the 
construction of adequately equipped 
terminals, the procurement of a suff- 
cient volume of traffic, and the growth 
of a productive hinterland. 

Twentieth century Alaska has sent 
us fish, furs, and gold, and received 
from us foodstuffs and manufactures. 
Gradually, latent possibilities for in- 
dustrialization may be realized and 
resources processed within the territory, 
which would provide the basis for an 
expanding trade. The rich territory of 
Alaska, strategically located on the 
crossroads between two continents, may 
become increasingly important in to- 
morrow’s trade. 

Grace BECKETT 
University of Illinois 
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Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. 

Readers interested in securing copies of the 
publications mentioned in the following 
pages should address their requests to the re- 
spective publishers—THE JOURNAL does not 
have copies for sale or distribution. 

Members of the American Marketing As- 
sociation who are engaged in significant 
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. Advertising 
2. Selling—Personal 
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Industrial Marketing 
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9. Consumer Studies 
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Government and Marketing 


18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 


Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 What’s Ahead for Advertising? (New 
York, Time Inc., 1945.) 


Using as a basis the high degree of correla- 
tion between national disposable income, 
total retail sales, and national advertising 
for the nine years 1929, 1933, 1935-1941, 
Carvel Lange forecasts the amount of retail 
sales and advertising for various possible 
national income and disposable income 
levels. 

According to his estimates, a 100, 120, 
140, or 160 billion dollar national income 
would result, respectively, in 53.3, 67.4, 81.5 
and 95.6 billions of dollars of retail sales and 
537, 645, 753 and 862 millions of dollars of 
national advertising. 

Similar projections are made for nine 
specific classifications of advertising which 
together accounted for 87 per cent of all ad- 
vertising in the national media (national 
magazines, national farm papers, and chain 
radio) in the years 1938-1941. 

A mimeographed, supplementary state- 
ment that describes the statistical technique 
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and answers some technical questions re- 
garding the method is available from the 
publisher. 


1.2 The Continuing Study of Newspaper 
Reading: First 6 Day Study. (New 
York: The Advertising Research 
Foundation, Study Numbers 80-85, 
1945, Pp. 52.) 


The six issues of the Times Record, Troy, 
New York, for March 19-24, 1945 are cov- 
ered by the study, permitting for the first 
time a day-by-day comparison of the reader- 
ship of daily newspaper advertisements. 
Results are based on interviews of 250 men 
and 250 women made the day after each issue 
appeared and using the recognition method. 

The percentage of women who read at 
least one advertisement a day ranged from 
76 to 96, the high score being registered for 
the Thursday issue; the percentage of men, 
was from 55 to 77, the high being scored by 
the Wednesday issue. Each day of the week 
had numerous page highs and lows (the 
highest and the lowest percentages of total 
interviewees who had seen something on a 
given page for the six days). No single day 
had fewer than three highs for men nor two 
for women. 

Each day showed at least two lows for 
both men and women with one exception— 
Tuesday, which had just one page low for 
men. While on certain days the readership of 
certain pages dropped to a low percentage, 
the median readership, except for Page One 
and two other pages, did not vary much 
from page to page. Page 15 of Friday’s issue 
received least attention from men; it was 
dominated by a 2,344-line clothing store ad 
featuring women’s suits. 

Women tend to shun the front page more 
than men. They “shop” the inside pages to 
find 80 per cent of top-interest news stories, 
whereas men find more than half the interest- 
ing news edch day on Page One. Both sexes 
read left and right-hand pages with equal in- 
terest. 

The study also disclosed that while men 
showed greater interest in automotive adver- 
tising, they showed only slightly more inter- 
est than women in alcoholic beverage, 


medical, and industrial and institutional ad- 
vertisements. Women showed greater inter- 
est in groceries, household, toilet requisites, 
and cigarette ads. 

Ratings are shown for individual adver- 
tisements, and, in addition, reproductions of 
each page of each issue, with readership 
markings for each item on the page, follow 
the text of the report. 


1.3 The Relative Effectiveness of Various 
Combinations of Appeal in Presenting 
a New Food: Soya. Patricia Wood- 
ward, The American Fournal of Psy- 
chology, July, 1945. 

This article carefully reports the results of 
a study conducted in six identical cafeterias, 
and covering a six week period in May and 
June 1944, the purpose of which was to “de- 
termine experimentally the effectiveness of 
various combinations of appeal in increasing 
the acceptability of soybeans and their prod- 
ucts.” 

The author’s conclusions are of interest: 
1. When the word “soya” was first included 
in the name of a particular dish, the propor- 
tion of customers choosing it decreased sig- 
nificantly in most cases for the women, and 
frequently for the men. 2. The most effective 
appeals were those which did not mention 
the nutritional value of soybeans. 3. The 
least effective was the nutritional appeal 
when used alone. 


1.4 How Copy Writers Can Use Readability 
Tests. Rudolph Flesch, Printers’ Ink, 
August 31, 1945. 

In this article the author describes his 
readability formula and gives five examples 
of how his, as well as other, linguistic tests 
may be applied to everyday writing jobs. 


1.5 The Advertising Research Foundation, 
Inc. 


Plans have been completed for the second 
year of the continuing study of transportation 
advertising, beginning with studies to be 
made in Milwaukee and St. Louis. 
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1.6 This is Your New and Expanded C.A.B. 
(New York: The Cooperative Analy- 
sis of Broadcasting, Inc., 1945, pp. 
52.) 

A handbook that serves as an excellent 
guide, reference book, and official compen- 
dium of “the new and expanded Cooperative 
Analysis of Broadcasting.” Describes the or- 
ganization and operation of C.A.B.; shows in 
detail how its ratings are developed and how 
its various reports and bulletins serve its 
members; and explains membership qualifi- 
cations and costs. Useful to all those inter- 
ested in commercial radio. 


1.7. Labeling Terminology. Kenneth Dam- 
eron, The Fournal of Business of the 
University of Chicago, July, 1945. 


The author presents the results of a study 
made in 1944 for the purpose of determining 
the preferred forms of labeling and of clarify- 
ing the terminology. The study was confined 
to the labeling of consumer goods at the point 
of sale. 

The procedure followed was first to an- 
alyze textbooks on marketing, advertising, 
consumer education, retailing, and consump- 
tion economics, together with trade literature 
dealing with those subjects, for the purpose 
of selecting all definitions, descriptive state- 
ments, or phrases of the three kinds of labels 
receiving current emphasis, namely grade, 
descriptive, and informative labeling. 

The next step was to submit a list of the 
definitions, statements, and _ descriptive 
phrases to a small group of experts for test 
purposes. The revised list was then sub- 
mitted to 240 experts in various fields dis- 
tributed as follows: 


Per 

cent 
Marketing teachers §2.7 
Marketing experts in government and business 24.4 
Home economists 14.8 
Consumer education teachers 6.7 
Miscellaneous 1.4 


The responses to the inquiry indicate a 
desire for simplification of labeling terminol- 
ogy but little originality in achieving that 
simplification. Finally, definitions of brand, 
descriptive, and grade labeling are suggested 


as having the advantage of conforming to 
the realities of the situation and at the same 
time of simplifying labeling terminology. 


2. SELLING—PERSONAL 


2.1 Some A B C Principles Behind Ef- 
ficient Territory Layout. Charles W. 
Smith, Sales Management, August 15, 
1945. 


Those readers who are concerned with the 
problems of laying out an efficient sales ter- 
ritory will want to read this article which de- 
scribes how to plot out scientifically a 
territory to match up with the custom-needs 
of a business. 

The author lists the following 5 problems 
resulting from poorly defined territories: 
1. High-spot selling by salesmen. 2. High 
turnover of salesmen in certain territories 
because of inadequate opportunity. 3. Fa- 
voritism in a territory assignment. 4. Over- 
lapping of territories. 5. Uncovered or 
overlooked accounts. 

The author goes on to state that for the 
first time in 25 years, management has a real 
opportunity to start with a clean slate and 
to overhaul poorly defined sales territories 
on a scientific basis. 

Scientific definition of any company’s sales 
territory, the author points out, involves two 
basic steps: (1) appraising the sales job thor- 
oughly and objectively and (2) drawing ter- 
ritorial lines to reflect both the operating 
policy of the company and the basic market 
conditions in each area of the company. Each 
of these steps is analyzed and discussed. 


4-1 MARKETING FARM PRODUCTS 
4.1 Farm Credit Administration. 


Cooperative Possibilities in Freezing Fruits 
and Vegetables, a report by Anne L. Gessner, 
Cooperative Research and Service Division, 
is now available for distribution. It covers a 
study of cooperative freezing operations, ini- 
tial requirements for entering the field, 
methods of preparing and processing, and 
plant facilities and equipment needed. A dis- 
cussion of the outlook for future markets, 
and statistical and historical data on the 
growth of the frozen fruit and vegetable in- 
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dustry are also included. 

This is the first report in a continuing 
project on cooperative fruit and vegetable 
freezing initiated last year. Because of the 
urgent need for such information, data on 
the cost phase of the study will soon be re- 
leased in a preliminary report for restricted 
distribution to cooperatives who plan to 
process frozen fruits and vegetables. It is 
contemplated that detailed cost analyses in 
fruit and vegetable freezing will be under- 
taken in the near future. The marketing and 
distribution of cooperatively frozen foods 
will also receive consideration during the 
course of the study. 


4.2 Bureau of Agricultural Economics 


Preparatory work is being done for a study 
of merchandising fresh fruits and vegetables. 
The purpose of the study is the measurement 
of effects of the use of field-ripened produce, 
consumer packaging, method of transporta- 
tion, and other variables on costs of market- 
ing, consumer acceptance, wastes, and 
nutrition. The project will cover a period of 
several months and will involve among other 
things the harvesting of field-ripened prod- 
uce; shipping it by air cargo, refrigerated 
truck, and rail; packaging it in consumer 
packages; and retailing it with and without 
refrigeration. 

Grower organizations, State college experi- 
ment stations, shippers, transportation con- 
cerns, manufacturers of packaging materials 
and equipment have indicated their desire 
for cooperation in carrying out the project. 
A chain system will retail these fresh fruits 
and vegetables through three or four outlets 
and will work jointly with the Bureau. 


4.3 University of Illinois 


A book, The Milk Industry, by R. W. 
Bartlett, is in course of publication. It in- 
cludes a comprehensive survey of the pro- 
duction and distribution of milk and the 
economic importance of the dairy industry. 


7- PRODUCERS’ MARKETING OF CON- 
SUMER GOODS 


7.1 University of Illinois 
A preliminary report of a study on Small 


Livestock Slaughter Plants in Illinois has re- 
cently been released. It indicates that at 
present plants connected with lockers dis- 
pose of 90 to 100 per cent of their meats to 
locker patrons; under normal conditions up 
to 80 per cent would be sold wholesale. 


8. PRODUCT ANALYSIS 


8.1 Bureau of Agricultural Economics 


A report on Postwar Packages and Con- 
tainers for Marketing Foods has been com- 
pleted. The purpose of the study is to survey 
current developments relating to packaging 
and shipping containers for marketing food 
products. Trends in packaging before the war 
are examined along with new materials and 
types of containers that have come out of the 
war, and factors that will determine the 
kinds of packages and shipping containers 
that will be used after the war. The influence 
that packaging developments may exert on 
the production and marketing of food prod- 
ucts and the possible consequences that 
packaging changes may produce outside the 
immediate fields of food production and 
marketing are considered. 


9. CONSUMER STUDIES 
g.1 The Curtis Publishing Company 


A consumer survey of vitamin users, for- 
mer users, and those persons who have never 
used vitamins, has been made by the Re- 
search Department of The Curtis Publishing 
Company. Results have been published in a 
70 page booklet entitled The Vitamin Market. 

While the foreword gives a very definite 
warning against the assumption that this 
study reflects all consumers, many people in 
the industry have proclaimed it as a valuable 
contribution in the analysis of consumer re- 
action. 

The study is based upon personal inter- 
views; 911 families were visited and the 
reasons for use or non-use of vitamins were 
obtained. The brands of vitamins used and 
the length of time vitamins have been taken 
are reported. The study also makes an at- 
tempt to establish the influences which ac- 
counted for the user of vitamins buying one 
brand instead of any other. Several reasons 
are indicated which may account for the 
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so-called ethical brands being able to domi- 
nate the market despite the tremendous 
amount of advertising placed behind com- 
mercial brands. 

Copies of this study may be obtained by 
writing to The Curtis Publishing Company 
or any of its branch offices. 


9.2 The Forum Study of the House Market. 
(New York: The Architectural Forum, 


September, 1945, pp. 27.) 


The distinct contribution of this survey to 
the considerable data on the residential 
building markets already available resides in 
its ‘“‘clear-cut distinction between those who 
are hoping to become home owners and those 
who are ready to hand over down payments 
whenever building starts. While one-third of 
the families in this country are interested in 
buying a house (houses built for rent are 
excluded from the study), only 7.5 per cent 
can be considered immediate customers, i.e., 
good prospects for the first two or three 
years after the War. The findings of the re- 
port are confined to this latter group. 

By comparing percentages of total good 
prospects with percentages of total sample, 
it is shown that a larger proportion of good 
prospects live in the smaller cities, are 
younger, have moderate-size families, have 
lived in their present home five years or less, 
and in their present community less than 
ten years, have higher incomes, and more 
schooling, are dissatisfied with their present 
homes, and are in a position to do something 
about it. 

The detailed analysis of the buying “‘mo- 
tivations” of the good prospects shows that 
most of the non-farm prospects want a $- or 
6-room house. Of the things they especially 
want in their house, good heating systems 
were mentioned most frequently (35 per 
cent); modern kitchens, next (34 per cent); 
more and modern bathrooms (26 per cent); 
and plenty of closet space (25 per cent). Of 
the possible reasons why they might delay 
buying or building a house, 27 per cent of the 
good prospects mentioned high prices; 16 
per cent, lack of necessary immediate cash; 
14 per cent, inability to get new features, and 
II per cent, uncertainty of postwar location. 


Thirty-eight per cent saw no reason for de- 
lay. 

The study, which was based on 8,052 in- 
terviews with men and women heads of 
families during December, 1944 and January 
and February, 1945, was conducted by 
Crossley, Inc. 


9.3 War Production Board 


The Office of Civilian Requirements has 
released a bulletin (Series D. No. 6) on Con- 
sumers’ Intentions to Purchase Household Ap- 
pliances and Miscellaneous Household Ar- 
ticles, based on data from the fourth survey 
of consumer requirements, conducted in 
April 1945. As compared with findings of the 
survey conducted in April 1944, there was a 
marked increase in the number of families 
that say they would buy major household 
appliances if these were readily available. 

Of those who said they would buy right 
away, 33 per cent said nevertheless that they 
might wait if they did not have enough 
money, or if prices were too high, or if they 
expected improved models or better mate- 
rials. 


9.4 University of Illinois 


M. T. Anderson and R. C. Ross have re- 
cently completed a study of Postwar Farm 
Jobs and Farmers’ Purchase Intentions. The 
study shows the number of farmers in the 
sample who intend to purchase, during the 
next five years, specified items of farm ma- 
chinery and household equipment, and make 
estimated land improvements, construction, 
and repairs. 

These expectations were based on very 
conservative views expressed concerning the 
postwar prices the farmers expect to receive. 
An analysis of the farmers’ bank deposits and 
war bond holdings indicates, however, that 
they will be able to make their intended pur- 
chases out of savings, if they desire, and if 
current earnings are not adequate. 


9.5 University of Chicago 


The School of Business has in progress a 
report, 4 Pilot Study of Consumer Attitudes 
Toward Wartime Ice Cream in Chicago, by 
Frank E. Walsh. 
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9.6 The Wage Earner Forum, Vol. 2, No. 3. 
(New York: McFadden Publications, 
Inc., September 10, 1945, pp. 7.) 


Some interesting questions are answered 
by wage earners in this study on the subjects 
of postwar employment, postwar plans, gov- 
ernment and business, demobilization, labor 
in management, the right to benefits of in- 
ventions, substitute grades of clothing and 
food, and descriptive labeling. 

As interesting as the answers to research 
questions may be, the value of such answers 
must be left in doubt if, as in this study, the 
number of the people answering the ques- 
tions is not given. 


9.7 Continuing Study of Consumer Meetings 
in the United States: War Years 
1942-1944. (New York: The Commit- 
tee on Consumer Relations in Adver- 
tising, 1945, pp. 18.) 


Recognizing that consumer discussions of 
their problems and interests indicate the 
trend of consumer attitudes and actions, the 
Committee inaugurated in 1939 a continuing 
survey of consumer group meetings as re- 
ported in the press. 

In the three war years covered by the 
present report, 1,614 such meetings were so 
reported, and no doubt many more went un- 
reported. While the general topic, “The 
Consumer and the War,” was by far the most 
frequent subject of consumer group meetings 
over the three years, where more specific 
consumer objectives formed the basis of the 
agenda, commodity buying information con- 
stituted the main subject for 43 per cent of 
the meetings, price protection, for 26 per 
cent, consumer cooperatives, for 8 per cent, 
consumer protection legislation, for 7 per 
cent, and grading and labeling for 6 per cent. 

The study concludes, in part, that the 
meetings reveal a consumer “alertness,” a 
more enlightened, better organized, and 
quite active consumer group, and “that con- 
sumers are willing to undertake the solution 
of their own economic problems and that 
they wish to have some voice in management 
problems affecting them.” Especially do they 
desire more information on advertising and 


selling and adequate protection in the market 
place. 


9.8 Bureau of Labor Statistics 


Work has begun on the formulation of a 
standard budget for a working man’s family 
which the Congress asked the Bureau to con- 
struct by June 30, 1946. The Bureau will be 
aided by a committee composed of persons 
who have specialized in the fields of con- 
sumption economics, standards of living, 
labor economics, and labor research. 


10. COST OF MARKETING 


10.1 Bureau of Foreign and Domestic Com- 
merce 


Two studies on distribution cost analysis 
have been completed and sent to the printer. 
One concerns cost considerations involved in 
entering a new territory and the other is a 
general discussion of the principles and tech- 
niques of cost analysis. 


10.2 Bureau of Agricultural Economics 


10.2.1 Marketing and Manufacturing Mar- 
gins for Textiles, by L. D. Howell, Technical 
Bulletin No. 891, has recently been pub- 
lished. This comprehensive report deals with 
the breakdown of the farm-retail price 
spreads for textile products into their com- 
ponent charges and costs. Costs of rendering 
such services as assembling, processing, 
manufacturing, fabricating, wholesaling, and 
retailing are covered. 


Data showing the margins or costs for the 
various groups of services rendered are used 
as the basis for indicating the extent to 
which it would be feasible to increase the 
efficiency and reduce the costs of these serv- 
ices. Information is presented on cotton and 
cotton products, wool and wool products, 
and rayon and rayon products. 


10.2.2 A preliminary draft of the report 
Marketing Margins and Costs for Bakery 
Products has been completed. The study has 
assembled and integrated all available sec- 
ondary data on marketing costs for this food 
group, and it suggests methods by which dis- 
tribution costs might be lowered. 
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10.3 Three Keys to Lower Sales Costs: Anal- 
ysis, Budget, Control. John Spillman 
Jones, Sales Management, October 
1, 1945. 

In this article the author briefly discusses 
and illustrates with arithmetic examples his 
thesis that the best way to reduce sales costs 
is to break down the over-all cost of distribu- 
tion into analyses of costs by territories, 
lines, products, and other units. In this way 
it is possible to discover the real sources of 
distribution wastes. 


10.4 Why Does Distribution Cost So Much? 
Philip Salisbury, Sales Management, 
September 15, 1945. 


This article reports the results of a survey 
as to the number of people employed and the 
number of dollars expended in projects de- 
signed to lower production costs as compared 
with work which might result in lowering 
distribution costs. The data are presented 
tabularly for fourteen types of industry. In 
summary, the returns indicate that there is 
a minimum of ten times as many people en- 
gaged in cutting production costs as are 
employed in trying to lower distribution 
costs, and a minimum of fifteen times as 
many dollars spent. 


11. FOREIGN TRADE 


11.1 Postwar Foreign Trade Employment 
and Sales Prospects in Ohio. (Co- 
lumbus: Bureau of Business Re- 
search, Ohio State University, 1945, 
pp 36.) 

At the conclusion of World War I, indus- 
try made a plea to the universities to train 
more people for foreign trade. The universi- 
ties responded but the demand for such 
trained people was never large. One of the 
purposes of the present study was to deter- 
mine what the prospects for such trained 
personnel would be following World War II. 

Professor Van Cleef is not optimistic. He 
warns the nation’s universities not to be 
guided in their planning of courses in foreign 
trade by persons likely to be motivated 
emotionally. In the light of the findings of 
this study it behooves the universities to 


show caution in the number of young people 
trained for foreign trade. 


12. COOPERATIVE MARKETING 


12.1 Operations of Consumers’ Coopera- 
tives in 1944. Monthly Labor Review, 
September, 1945. 


This eight page article is divided into three 
parts, namely, a summary of the expansion in 
both membership and business of the con- 
sumers’ cooperative movement in 1944; the 
trend of cooperative development during the 
period 1929-1944; and a brief description of 
local cooperatives in 1944. 

In this way the continual expansion of the 
consumers’ cooperative movement is meas- 
ured in terms of both membership and dollar 
volume of business over a long enough period 
of time to provide interesting comparisons 
not only by year but by type of cooperative. 
For example, it is shown graphically that the 
trend of development of the most important 
types of cooperative associations since 1929 
has been upward except for credit associa- 
tions which reached their peak of expansion 
in 1941. 


14. RETAILING 


14.1 Operating Results of Department and 
Specialty Stores in 1944. Malcolm 
P. McNair. Expenses and Profits of 
Limited Price Variety Stores in 1944. 
Elizabeth A. Burnham. (Boston: 
Harvard University Graduate 
School of Business Administration, 


1945, pp. 42 and pp. 37, respec- 
tively.) 


With sales approximately 12 per cent 
above those of 1943, total expense for de- 
partment stores in 1944 dropped one and a 
half per cent of sales to 28 per cent, the low- 
est point since the early 1920’s. Specialty 
stores likewise showed a decline in total ex- 
pense rate, although less marked. Gross 
margin percentages were also lower than in 
1943 for both types of stores. After payment 
of taxes, net gain for department stores was 
3-5 per cent of sales, slightly less than in 
1943. 

A special feature of this report is the 
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analysis of total executive compensation, 
which ranged from § per cent of sales and 
$2,500 per executive for the smallest to one 
per cent of sales and $30,000 per executive 
for the largest department stores. For the 
smallest specialty stores such payments were 
6.7 per cent of net sales and $3,700 per execu- 
tive, while for the largest they were 1.8 per 
cent and $28,000. 

Limited price variety chains increased 
their sales only half as much as did depart- 
ment stores, the 6 per cent increase being less 
than the 7.4 per cent rise in total consumer 
expenditures. This more moderate growth of 
variety chain volume resulted in part from 
a tendency among customers to buy higher 
price lines of certain products, such as ap- 
parel elsewhere, and partly from scarcities 
of low-end merchandise. However, the change 
in sales emphasis to merchandise character- 
istically carrying high markons, and lower 
shortages and markdowns, produced slightly 
higher gross margin percentages than for 
1943. While expense rates were somewhat 
less than in the prior year, net earnings after 
payment of taxes were also slightly lower 
because of an increase in taxes as a percent- 
age of sales. 

Three-fourths of the sample of 43 inde- 
pendent variety stores belonged to voluntary 
chains, but the data disclosed little signifi- 
cant difference in the results of this group 
and the group without such affiliations. 


14.2 Grocery Store Ratios. Robert L. Te- 
beau, Dun’s Review, August, 1945. 


In this article the retail grocery ratios 
which were compiled for 1939 and previous 
years are brought up to date. The 1943 oper- 
ations of 453 independent grocery stores 
were studied. The principal change from 
prewar operation is in the total expense fig- 
ure, which dropped from 16.9 per cent of net 
sales in 1939 to 13.0 per cent in 1943. Ex- 
penses were higher for the least profitable 
grocers than for the most profitable. 


14.3 Bureau of Foreign and Domestic Com- 
merce 


14.3.1 A comprehensive bibliography on re- 
tail store location has been made available, 


on request to the Inquiry and Reference 
Service. The bibliography is part of a forth- 
coming manual, Selecting a Store Location, 
prepared by Helen G. Canoyer. 


14.3.2 The Business Statistics Unit has 
recently collected information on chain store 
sales by regions for the year 1944. An analysis 
of the regional sales for chain grocery and 
variety stores was presented in the Survey 
of Current Business, October 1945. Similar 
studies are being prepared for chain men’s and 
women’s apparel store sales, chain shoe store 
sales, and chain general merchandise sales 
by regions. These data will appear in a forth- 
coming issue of the Survey of Current Busi- 
ness. 


14.4 How to Modernize Your Drug Store. 
B. Butterworth. (Hollywood, Calif.: 
West Coast Druggist, 1945, pp- 23. 
$2.15.) 


This manual presents complete layouts for 
a super-service drug store; a one-man self- 
service drug store; a square-type 30X32 ft. 
drug store, converted to a visual-front, 
open-display fixture store; a professional 
pharmacy installation; and a 20X60 ft. 
neighborhood drug store. By means of visual 
projections drawn to exact scale, every detail 
and proportional effect is made clear. 

There are also illustrations of visual fronts, 
new types of full-view prescription depart- 
ments, 5 standard moveable island open dis- 
play cases, a toiletries section, and wall 
shelving. 


14.5 Building Materials Stores Due for Face- 
lifting; More Lines to Be Added. 
Sales Management, July 15, 1945. 


In this article the results of a survey are 
presented on the postwar plans of dealers in 
building materials. The prewar size of the 
industry is discussed and information is 
given on how building supply dealers will 
expand lines after the war, and how all of 
these factors require a major job of store 
remodeling. Several layouts are also pre- 
sented as a suggestion of possible ways of 
remodeling the interior of these stores. 
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15. TRANSPORTATION 


15.1 The Freight Rate Structure and Its 
Effect on the Price and Movement of 
Northwest Wheat. Lewis D. Can- 
nell. (Pullman, Washington: The 
State College of Washington, Bureau 
of Economic and Business Research, 
1945, pp. 78.) 

It is the purpose of this study to supply 
information to those who must contend with 
the problem of freight rates on grain from 
the Northwest. How rates are made is ex- 
plained. This is followed by a discussion of 
the Interstate Commerce Commission grain 
cases and other recent general investigations 
relating to freight rates. 

The author states that “‘it is virtually im- 
possible to isolate the absolute effect of the 
rate structute alone” on the price of wheat 
since there are many other factors which 
have an effect on it and which are con- 
stantly changing. He concludes that, “So far 
as the rates from the Northwest producing 
area into its primary market, the Pacific 
coast ports, are concerned, comparison with 
rates in other areas and on other products 
would suggest that they are not unduly 
high.” He further concludes that, “Higher 
average rates than in the past would not 
make the wheat industry impossible in the 
Northwest; they would possibly serve to re- 
tire some marginal land from production and 
to lower the value somewhat on the better 


land.” 


15.2 University of California 


A manuscript has been prepared and is 
now undergoing final revision for the Struc- 
ture of Transcontinental Railroad Rates by 
Stuart Daggett and John P. Carter. 


15.3 Bureau of Agricultural Economics 


Now in the process of publication is a re- 
port on Florida’s Production of Agricultural 
Perishables in Relation to the Development of 
Air Freight. The purpose of the report is to 
encourage pioneering in quicker methods of 
transportation and thus stimulate the agri- 
cultural development of the State of Florida 
as well as better serve consumers of these 


products in the North. Statistics are pre- 
sented on the seasonal production of fruits 
and vegetables in Florida and suggestions 
are made as to how air operations might fit 
into the production pattern. The study will 
be published jointly by the Bureau of Agri- 
cultural Economics and the Edward S. 
Evans Transportation Research. 

A report to be entitled “Postwar Air 
Transport of Agricultural Perishables” is 
being printed. Prepared by the Working 
Group on Conversion of Marketing Facilities 
and Methods of the Inter-Bureau Committee 
on Postwar Programs, this report analyzes 
the potential usefulness of the airplane for 
transportation of agricultural commodities. 
Such basic problems as rates and the poten- 
tial domestic cargo of agricultural perishables 
are comprehensively treated. Information is 
presented on new developments in regard to 
specially designed cargo planes and facilities 
for handling cargo at some of the airports. 
Other data relate to economies of air trans- 
portation that might result from savings in 
packaging and refrigeration costs. 


15.4 A Yearbook of Railroad Information, 
1945 Edition. (New York: Eastern 
Railroad Presidents’ Conference 
Committee on Public Relations, 
August, 1945, pp. 96.) 

This presents the annual handy summary 

of railroad operations (1944). 


16. WAREHOUSING 


16.1 Bureau of Foreign and Domestic Com- 
merce 


A study of goods-handling methods and 
warehouse systems in wholesale drug ware- 
houses is ready for the printer, and a similar 
study of wholesale tobacco distributors is 
under way. 


17. WHOLESALING 


17.1 Bureau of Foreign and Domestic Com- 
merce 


A study of the historical status of the inde- 
pendent wholesaler, now in preparation, re- 
veals that the decline which occurred from 
1929 to 1939 in the per cent of manufactur- 
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ers’ sales going to wholesalers was offset to 
some extent by an increase in the distribu- 
tion of goods from manufacturers’ sales 
branches to wholesalers. The report dis- 
cusses methods that wholesalers have adopted 
to strengthen their competitive positions. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 Government Control of Business. Clyde 
O. Ruggles, Harvard Business Re- 
view, Autumn Number, 1945. 


This is an excellent and careful presenta- 
tion and analysis of the thesis that “even 
though the Supreme Court has removed the 
legal obstacles to price regulation in indus- 
tries that are not public utilities, we should 
not attempt such regulation where the im- 
pact of complex economic forces can neither 
be anticipated nor controlled and where 
society’s interest in efficiency and in tech- 
nological advances will be adversely af- 
fected.” 

The 18-page article is divided into § parts: 
(1) a discussion of our early faith in the ef- 
fectiveness of competition, even among in- 
dustries “affected with a public interest”; 
(2) a listing and characterization of the at- 
tempts to extend government regulation to 
non-utility, competitive industries within 
recent decades; (3) a discussion of certain 
aspects of public utility regulation in order 
to point out that such control has frequently 
not been wise or workable; (4) a considera- 
tion of the desirability of extending such con- 
trol to competitive industries; and (5) a 
statement of the requirements for more effi- 
cient functioning of public utility industries 
under regulation, and the implications of 
such requirements for other industries. 

The author warns that the “pendulum of 
regulation” appears to be in danger of swing- 
ing too far in the direction of control. In the 
early days of our nation’s life we opposed 
government control, but now there seems to 
be a vigorous trend toward government con- 
trol of non-utility industries. “Here, in view 
of the many difficult economic forces in- 
volved .. . there would appear to be greater 
public gain in a type of government control 
likely to result in more effective competition, 


even to the extent of encouraging capital to 
move out of those industries that offer the 
least profitable return. The fixing of mini- 
mum prices for non-utility industries is liable 
to encourage complacency and inefficiency in 
business, resulting in capital’s being invested 
in unprofitable business longer than would 
be the case without such price fixing by the 
government.” 


21. PRICES AND PRICE POLICIES 


21.1 New Basing-Point Problems. Tom C. 
Clark, Harvard Business Review, 
Autumn Number, 1945. 


The author divides his article into two 
parts. He first discusses the significance of 
two decisions of the United States Supreme 
Court handed down on April 23, 1945, with 
respect to the basing-point method of com- 
puting delivered prices under the Robinson- 
Patman Act. (One case will no doubt become 
known as the Corn Product case and the 
other as the Staley case.) Later he analyzes 
in some detail the reasoning of the court with 
respect to these two decisions and points out 
possible future decisions as a result of the 
confusion which now exists “with respect to 
the concept of price.” 

The court was not called upon to decide, 
and did not decide, whether or not the 
basing-point method of selling was illegal 
per se. In both cases the question before the 
court was, rather, whether the different de- 
livered prices at which the companies sold to 
competing customers involved price dis- 
crimination, the effect of which was sub- 
stantially to lessen competition and which 
could not be justified as making only due 
allowance for differences in the cost of de- 
livery. The court held in both cases that the 
delivered prices were unjustifiably discrimi- 
natory under the Robinson-Patman Act. 

The significance of these decisions is great 
since, as the author points out, the court in 
the course of its opinion covers a number of 
sales practices common to those industries 
which sell their products under the basing- 
point system. Such practices which were held 
to be illegal under the Robinson-Patman 
Act are price protection, quantity price, ad- 
vertising allowances, and meeting competi- 
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tive prices. The court held, in effect, that 
discrimination need only indirectly affect 
price in order to be held unlawful. 


21.2 Bureau of Foreign and Domestic Com- 
merce 


Work is progressing on a study of retail 
pricing experiments. The experience of manu- 
facturers and retailers in exploring the shape 
of the consumer demand curve is the basis of 
the study which attempts to contribute to 
the development of empirical methods of 
demand determination. 

The survey on which the report is based 
reveals that few manufacturers have made 
controlled experiments on the effects of vari- 
ous prices, but that valuable results have 
been secured in some instances through the 
simple technique of simultaneous sales at 
different prices in different outlets. 


21.3 University of California 


The Bureau of Business and Economic 
Research has the following study now in 
course of publication: The Economics of the 
Pacific Coast Petroleum Industry, Part 2: 
Price Behavior and Competition, by Joe S. 
Bain. Research is in progress on Part 3: 


Public Policy. 


22. GENERAL MARKET STATISTICS 


22.1 An Ear to the Ground. (Atlanta: The 
Atlanta Journal, 1945, pp. 29.) 


This presents a convenient reference table 
giving the volume of retail sales of the 219 
most important cities in the United States 
for the years 1929, 1935, 1939, and 1944. Re- 
tail sales for the last three of these years are 
shown as a percentage of 1929 sales, and 1944 
sales are also given as a percentage of 1939 
sales in order to show wartime gains. 

These same ratios are computed for the 
219 Cities as a group, and each city’s percent- 
ages are compared with these average per- 
centages in order to show how its retail sales 
performance differed from the average. 

On the basis of such comparisons, the 
cities are placed in one or another of five 
classes: (1) cities which remained at above 
average levels during peace and war, without 


excessive gains during the war period; 
(2) cities which were above average prewar 
and which had high gains during the war 
years; (3) cities which fell from their prewar 
relative levels during the war period; (4) cit- 
ies which remained at below average relative 
levels through peace and war; (5) cities 
which were below average prewar and which 
had high gains during the war period. 

Similar data are given for metropolitan 
districts having more than one of the 219 
Cities, as are state and regional totals for the 
given cities. 


22.2 Farm Journal and Farmer’s Wife 


A booklet, 7945 County Count, shows by 
states and counties the number of rural farm 
white families in 1940, cash farm income in 
1944, and tractors on farms in 1944. 


22.3 Bureau of Foreign and Domestic Com- 
merce 


22.3.1 Neworders received by manufacturers 
and the volume of unfilled orders are impor- 
tant indicators of the future trend of indus- 
trial activity. During the war these data were 
not significant guides since the demands for 
war purposes kept most of the industries 
working at capacity operations. In the com- 
ing months, however, this information again 
becomes very useful. The Bureau is improv- 
ing and extending the information received 
from manufacturers on incoming business. 
An analysis of the indication in the trend in 
orders will be made from time to time after 
the completion of the revisions. 


22.3.2 The Business Statistics Unit is under- 
taking a quarterly survey on plant and equip- 
ment expenditures of manufacturers. This 
survey covers the expenditures for the cur- 
rent quarter and the anticipated expenditures 
for the following two quarters. The results 
of this survey will be published regularly 
by the Bureau soon after the completion of 
the tabulations. In view of the fact that the 
survey covers the anticipated expenditures, 
the results are extremely useful as a guide to 
prospects for business activity in the near 
term. 
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23. MARKET AREA STUDIES 


23.1 Consolidated Edison Survey of the 
New York City Market. (New York: 
Consolidated Edison Company of 
New York, Inc., 1945, pp. 124.) 


This is the second compilation of market 
data pertaining to our largest city that has 
appeared in the last two years. The first, the 
New York City Market Analysis, was re- 
viewed in the January 1944 issue of the our- 
NAL. In contrast to the Market Analysis, 
which organized its data on the basis of 
neighborhood areas, The Consolidated Edi- 
son Survey employs the census tract for its 
primary breakdown. 

The principal market factors covered are: 
population size, age, sex, race, and nativity; 
type of dwelling; ownership of dwelling; age, 
state of repair and plumbing equipment of 
residential structures; number of families 
(based on dwelling units); mechanical re- 
frigerators; and average monthly rentals. In 
addition, the Survey presents data derived 
from its own field survey on the number of 
stores in each census tract for each of six 
types of retail trade: food, eating places, 
wearing apparel, general merchandise, drug 
stores, and home furnishings. 

Summary data is given first for the city as 
a whole, and then for the boroughs (except 
Richmond), and finally for the census tracts 
within each borough. Average monthly 
rentals, however, are also given for individual 
blocks. The data are plotted on colored block 
maps, supplemented by charts, tables, and 
interpretive text. 

The Survey presents a table that may be 
used to convert rentals into income. The 
value of such income estimates for current 
purposes may be questioned by many be- 
cause the rentals are taken from the 1940 
Census. On this point the Survey states, “It 
is probable that postwar conditions, as far 
as rent is concerned, will approximate prewar 
conditions. The block maps of average 
monthly rent in 1940, therefore, should re- 
flect actual conditions for a considerable 
period of time to come.” 


23.2 Industrial and Commercial Survey, 
City of San Diego and San Diego 
County. (San Diego: San Diego 
Chamber of Commerce, 1945.) 


Eleven volumes, totaling some 1,400 
pages, present a comprehensive statistical 
picture of industrial and market conditions 
and potentials for San Diego. Among the 
wealth of statistical data on wholesale and 
retail trade are figures for the year 1944 on 
the number of establishments, proprietors, 
and employees for 26 kinds of wholesale 
trade, 14 types of retail stores, and 32 classes 
of service establishments. 

The volume on Markets differentiates 
three market areas, the local one, the South- 
ern California Market, and the Western 
States Market. For each of these markets are 
tabulated population and effective buying 
income down to 1943, and the value of 
manufactures, minerals, farm products, and 
wholesale, retail, and service sales, in abso- 
lute terms, as percentages of the United 
States total, and, where appropriate, on a 
per capita basis. 

“The future progress of manufacturers and 
wholesalers in San Diego... will depend 
largely upon their ability to capitalize on the 
high state of consumer trade development.” 
To do so effectively they must widen their 
market horizons, diversify their products, 
expand their marketing facilities, and strive 
to improve their salesmanship and promo- 
tional techniques. 

The most novel, and perhaps most valu- 
able, part of this comprehensive Survey, 
which was done by Day and Zimmerman, is 
devoted to an evaluation of a number of so- 
called “‘new” products. Thirty-three prod- 
ucts were investigated with respect to their 
possibilities in expanding existing industries, 
and $7 in establishing new industries. Each 
is rated good, fair, questionable, or unfavor- 
able, and a brief statement is given in sup- 
port of the rating. 


23.3 Measuring Income and Retail Trade 
Movement. P. D. Converse, Printers’ 
Ink, September 21, 1945. 


The author describes a method of deter- 
mining and measuring the amount of trade 
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kept in the areas defined on the basis of 
Reilly’s law of retail gravitation. As Dr. 
Converse pointed out in Printers’ Ink in 
September 10, 1943, the law of retail gravi- 
tation “gives a fairly accurate basis for com- 
puting the division of purchases of fashion 
goods between two competing trading cen- 
ters from consumers living near the borders 
of their trade areas, but it does not indicate 
how much trade will be kept by the stores in 
the border-line towns.” The author has de- 
vised a method for measuring those amounts 
of trade. He carefully explains his method 
and describes his supporting field studies. 


23.4 University of Colorado 


By statutory enactment, the 35th General 
Assembly of Colorado created a fund of 
$100,000 to be used for the purpose of indus- 
trial and marketing research in the biennial 
period of 1945-47. A portion of this fund was 
allocated to the Bureau of Business Research 
at the University of Colorado, and studies in 
marketing research are now in progress, the 
first of which are detailed analyses of the 
wholesale trade territories of Pueblo and 
Grand Junction, Colorado. Initial steps have 
also been taken by the Bureau to explore the 
possibility of markets for goods processed 
from the natural resources of the State. 


23.5 University of Washington 


23.5.1 Market Data for Washington—a Sta- 
tistical Handbook on Washington Markets is 
being prepared by the Bureau of Business 
Research. 


23.5.2 Nearing completion is astudy of Mar- 
kets and Marketing Facilities in the Eleven 
Western States, sponsored by the Pacific Ad- 
vertising Association and edited by N. H. 
Engle, Director of the Bureau of Business 
Research. 


24. RESEARCH TECHNIQUE 


24.1 Survey and Directory Marketing Re- 
search Agencies in the United States. 
Ernest S. Bradford. (New York: 
C. E. Burckel and Associates, 1945, 
PP- 34) 
The weakness of this directory is made 


clear in the foreword where it is stated, ‘“‘As 
this is the first attempt to produce a nation- 
wide directory, it would be unfair to expect 
it to be complete, but completeness will 
gradually be attained with each subsequent 
edition.” Perhaps it would have been better 
to have postponed the publication of this 
directory until such time as it could have 
been made much more complete. Only inde- 
pendent research agencies are listed, and ad- 
vertising agencies are not included unless they 
have separately organized research bureaus. 

Any presentation of a list of market re- 
search agencies poses the difficult question of 
the professional qualifications of thoce pro- 
posing to do, or who are carrying on, market 
research. The American Marketing Associa- 
tion could well proceed with its work on 
professional qualifications. 


24.2 The Why and How of Field Research. 
Charles S. Wilkinson, Printers’ Ink, 
July 13, 1945. 

This is an auspicious time for a careful 
consideration of the need for, weaknesses of, 
and profit possibilities in market research. In 
this and the next seven issues of Printers’ 
Ink, various aspects of market research are 
discussed. 

The author points out how important it is 
in terms of better copy themes, avoidance of 
advertising waste, and giving the consumer 
what she wants, to use field research. He also 
describes, in general, how to do field research. 
No attempt is made to give specific informa- 
tion on procedure. 


24.3 Two Surveys Give Inkling of Stand- 
ardized Consumer Research Possi- 
bilities. C. R. Conlee, Printers’ Ink, 
September, 28, 1945. 


This is a comparison between the well- 
known consumer study of The Milwaukee 
Fournal and the new one of the Omaha 
World-Herald. As the author points out, 
“there has been much speculation on stand- 
ardized consumer research as an aid to na- 
tional advertisers,” but up to now no one 
has provided data for factual market com- 
parison. An inkling of the possibilities in 
this direction is revealed here. 
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It is apparent from a comparison of the 
findings of the two studies that local con- 
ditions develop a distinct variation between 
two markets. Where like conditions do exist, 
the findings in one market can be applied 
with confidence to like markets throughout 
the country. 


24.4 More Market Research After the War. 
Should the Advertising Agency 
Do Market Research for Its Clients. 
Advertisers and Outside Research 
Counsel. Printers’ Ink, July 10, 
July 27, and August 10, 1945, respec- 
tively. 


In July, impressed by what appeared to 
be frequent demands for expanded use of 
market research, the editors of Printers’ Ink 
decided to find out if advertisers are actually 
planning in that direction. A questionnaire 
composed of 12 questions was submitted to 
the Printers’ Ink Jury of Marketing Opinion 
—a group of management, merchandising, 
advertising, and sales executives. These 
three articles summarize the answers of this 
jury to three of the twelve questions. 


In the first article is a summary of answers 


to the most important question: “‘Regard- 
less of what you have answered in terms of 
your current or past practice—what are 
your market research intentions (ideally if 
you can’t promise to live up to them) for 
postwar? In other words, a summary of your 
thinking on the subject for the future—in 
terms of manpower, ideal way of collecting 
data, paying for it, sources, etc.” 

The gist of what the jurors had to say is 
that they are not planning to expand market 
research work very much. They mildly real- 
ize that market research can play an impor- 
tant postwar role and that they may find it 
profitable to expand such research as peace- 
time business grows. 

The second article deals with answers to a 
two-part question: A. “What role does your 
advertising agency play in gathering market 
data for you? Does this jibe with your opin- 
ion of the part it should play? B. If your 
agency does market research, who should 
pay for the work, agency or client?” 

Ninety per cent of the jurors described the 


market research done for them by advertis- 
ing agencies as, “Occasional,” “None,” or 
“Little.” Only about 17 per cent of those 
answering the second half of the A part of 
the question are dissatisfied with the part 
their agencies are playing in handling market 
research for them. 

The jurors believe that the agency is en- 
titled to an extra fee for market research 
work. 

In the third article the answers to the two- 
part question quoted above are analyzed. In 
addition, answers to other questions aimed 
at eliciting information regarding the em- 
ployment of outside research counsel are 
summarized. 


24.5 A Well-Rounded Research Program. 
W. W. Heusner, Sales Management, 
July 1, 1945. 

This article is concerned with the major 
changes in markets, and the marketing prob- 
lems arising from those changes, which will 
confront sales and advertising executives in 
the next several years. The author states that 
market research has gained wide recognition 
during the past 15 to 20 years. This is 
brought out by the steady and great increase 
in the number of research departments 
among business enterprises and in the ac- 
ceptance of a desire for broader market re- 
search. 

Both company and independent research 
organizations, the author points out, have 
achieved their rise largely due to the dislo- 
cation of industry caused by war production, 
resulting in two main marketing problems: 
(1) the investigation of the market for new 
products, and (2) the investigation of mar- 
keting channels and the determination of 
the best distribution facilities for consumer 
products made in the postwar period. 

The major part of the article was devoted 
to a presentation of the major postwar 
changes in markets which are now apparent, 
and to showing how much market research 
can assist in developing data which will guide 
decisions of marketing executives. The prob- 
lems mentioned and analyzed are: 

1. Political problems: A. Because in the 
November elections the New Deal received 
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what it may consider a mandate to revise 
our economic system to gain so-called social 
ends, there may result an attempt to get 
further legislation designed to raise the in- 
come levels of the lower economic groups and 
to lower the income of the former highest in- 
come groups. B. Labor will demand and 
probably get legislation designed to keep 
employment and wages at their peak. 

2. Economic problem: Because war pro- 
duction was spread over wide centers of 
population, and also because of the fact that 
in some cases the labor force was insufficient, 
there resulted a mass movement of workers. 
We have, as a result, a postwar shift in con- 
sumer income. 

Arising out of these main problems are 
the specific questions with which research 
workers will be concerned: (1) questions 
arising from changes in income distribution; 
(2) questions arising from the geographical 
shift in consumers and income; (3) questions 
arising from greater recreational time of 
workers; and (4) questions arising from shifts 
in distribution channels. 


25. MARKETS—SPECIFIC PRODUCTS 


25.1 American Industry Looks Ahead. (New 
York: Marketing Committee of the 
Committee for Economic Develop- 
ment, 1945, pp. 63.) 


As stated in the preface, ““The main pur- 
pose of this study has been to foreshadow, 
so far as possible, the size of the market for 
manufactured goods in the first full postwar 
year after reconversion.” More than 1,500 
manufacturers and manufacturers’ trade as- 
sociations made forecasts of postwar mar- 
kets. On the basis of these and other data, 
indications for the first full postwar year of 
the probable level of manufacturing employ- 
ment and the level of employment in the 
economy as a whole were developed. 

To provide jobs for the great majority of 
Americans who are able and willing to work, 
“the American economy will have to produce 
—and sell—a far greater volume of goods and 
services than it has ever before produced and 
sold in a year of peace.”” That this is likely 
to occur is a point that is frequently over- 
looked by those who are pessimistic about 


the future of the United States. 

The postwar years are divided into three 
periods: (1) the transitional or reconversion 
period, (2) the-catching-up-with-accumu- 
lated-demand period, and (3) the period in 
which jobs will depend upon current demand 
and current income. The second period is 
selected for analysis in this study, and the 
year 1947 is arbitrarily defined as the first 
full postwar year after a substantial element 
of reconversion shall have taken place. 

It is estimated that in the first full post- 
war year that the value of manufactures 
measured in 1939 dollars will be $80,515,000,- 
000 or 41.6 per cent greater than in 1939. 
The number of civilians employed is ex- 
pected to be 53,500,000, or substantially full 
employment. 


25.2 University of Chicago 


The School of Business has in progress a 
thesis, The Potential Market for 16-mm. 
Sound Projection Equipment, by Hazelle 
Bernstein. 


25.3 How Edison G. E. Analyzes Markets 
for ItsAppliance Distributors. G. A. 
Rebensburg, Sa/es Management, Au- 
gust I, 1945. 

Teachers of marketing, as well as others, 
will be interested in this description of how 
the Edison plan attempts to show dis- 
tributors, dealers, and salesmen the areas in 
which they have the best chance to sell. The 
significant part of the “plan” is that it 
stresses the importance of working on facts 
and not guesses. The Sales Management Sur- 
vey of Buying Power and other indices are 
used, and a pre-study of the market is em- 
phasized as being very important. 


25.4 University of California 


Dean E. T. Grether is directing a study of 
the market for steel in the form of finished 
goods in California and the 11 Western 
States. The interest of the study is both in 
the possibilities for the market for steel, as 
well as the employment possibilities in the 
steel-using industries. The project is under 
the auspices of the Bureau of Business and 
Economic Research at the University, is 
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sponsored by the Re-employment and Re- 
construction Commission of the State of 
California, and has the cooperation of the 
leading steel companies. 


26. MISCELLANEOUS 


26.1 Marketing and Social Organization. 
George A. Lundberg. (Philadelphia: 
The Curtis Publishing Company, 
1945, Pp. 32.) 


Starting with the observation that ‘“‘Mar- 
keting behavior, including all its aspects of 
buying, advertising, and selling, is only a 
special case of group behavior,”’ Dr. Lund- 
berg, a well-known sociologist, brings into 
bold relief the primal importance of “‘in- 
formal social constellations” (affinities, 
friendships, cliques, and the like) in such 
behavior. 

Part of the discussion is on a rather high 
level of abstraction, and certain terms such 
as ““communication”’ are used in the broader 
sociological sense that is hard for the market- 
ing man to grasp fully. But despite these dif- 
ficulties, the paper is well worth careful read- 
ing. The results of a study of a New England 
village of 1,500 population are used to il- 
lustrate the author’s ideas and to make them 
comprehensible to the average businessman 
not accustomed to abstractions. 


26.2 A National Map Service. The Econo- 
mist (London), September 15, 1945. 


Marketing men will be interested in the 


STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULA. 

TION, ater REQUIRED BY THE ACTS OF CONGRESS OF 
UGUST 24, 1912, AND MARCH 3, 1933 

Of THE aman. OF —_~ | poe Quarterly at 

Menasha, Wisconsin, for year ending 1 

State of New York 

County of New York 


Before me, a Notary Public in and for the State and county 
aforesaid, personally appeared Robert N. King, who, having been 
duly sworn according to law, deposes and says that he is the 
Business Manager of the Journal of Marketing and that 
the following is, to the best of his knowledge and belief, a true 
statement of the ownership, management (and if a daily paper, the 
circulation) etc., of the aforesaid —— for the date shown 
in the above caption, required by the of August 24, 1912, 
as amended by the Act of March 3, 1933, “Saute in section 537, 
Postal Laws and Regulations, printed on the reverse of this 
_ to wit: 

That the names and addresses of the publisher, editor, manag- 
ee editor, and business managers are: Publisher, American Market- 
ing Association, Cambridge, Mass.; Editor, Charles A. Phillips, 
Lewiston, Maine; Managing Editor, ; Phelps, Chatta- 
i. Tenn.; Business Manager, Robert N. ing, New York, 
2. That the owner is: No owners 

3. That the known bondholders, mortgagees, and other security 
holders owning or holding 1 per cent or more of total amount of 
bonds, mortgages, or other securities are: None. 


announcement of a national map service for 
Great Britain. A series of small-scale, spe- 
cialized maps are to be constructed on a uni- 
form scale showing population densities and 
movements, land utilization, administrative 
areas, and other valuable economic data. 


26.3 The Curtis Publishing Company 


Preparing for Postwar Markets (p. 7), is 
a speech made by Mr. Donald M. Hobart 
at the Philadelphia Industry Open Forums, 
May 31, on the five-point program with 
which to meet the selling job of the future. 
The causes of America’s progress, a five- 
point selling program, and the essentiality 
of market research in such a program, are the 
points discussed. 


26.4 University of California 


A study of California Business Cycles, by 
Frank L. Kidner, Director of the Bureau of 
Business and Economic Research, is in 
course of publication. 


26.5 Bureau of Foreign and Domestic Com- 
merce 


Pamphlets have been recently prepared on 
grocery stores, dry cleaning establishments, 
laundries, diaper laundries, restaurants, and 
service stations. These are designed to fur- 
nish guidance to persons considering entering 
these businesses, and are available on re- 
quest. 


4. That the two paragraphs next above, giving the names of 
the owners, stockholders, and security holders, if any, contain 
not only the list of stockholders and security holders as they appear 
upon the books of the company but also, in cases where the stock- 
holder or security holder appears upon the books of the company 
as trustee or in any other fiduciary relation, the name of the 
person or corporation for whom such trustee is acting, is given; 
also that the said two paragraphs contain statements embracing 
affiant’s full knowledge and belief as to the circumstances and 
conditions under which stockholders and security holders who 
do not appear upon the company as trustees, hold 
stock and securities in a capacity other than that of s bona fide 
owner; and this afflant has no reason to believe that any other 
person, association, or corporation has any interest direct or in- 
direct in the said stock, bonds, or other securities than as s0 
stated by him. 

5. That the average number of copies of each issue of this publica- 
tion sold or distributed, through the mails or otherwise, to paid 
—— during the twelve months preceding the date anne 
above is ————. 

(This information is required from daily publications only.) 

ROBT. N. KING (Signed) 


Sworn to and subscribed before me this 1st day of October 1945. 
[SEAL] ROD DORMAN (Signed) 
(My commission expires March 30, 1946.) 


Notary Public, 


York County Clerk’s 
No. 666, Reg. 


Westchester County, New 
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Books Received 


Retait Trave Associations, by Hermann 
Levy. (New York: Oxford University 
Press, 1944. Pp. x, 265. $4.00.) 

Professor Hermann Levy is well known in 


this country for his work on industrial com- 
bination in Britain and Europe. In Retail 


Trade Associations, his most recent study, 
which was undertaken for the Fabian Soci- 
ety, he extends his investigation of combina- 
tion into the retail field. Specifically, he 
presents a “description and analysis” (p. ix) 
of the development of British retail trade 
associations. His book is a most successful 
pioneer study. 

After defining the retail trade association, 
its development is traced from its earliest 
beginnings down to 1942. In five chapters 
its relationship to large scale retailing meth- 
ods, to industrial combination and to adver- 
tised branded merchandise is summarized. 
Then, starting with the statement that 
“most trade associations in Britain are con- 
cerned with some sort of price fixing or price 
maintenance” (p. 85), Professor Levy pre- 
sents six chapters devoted to the price 
policies of the association. Here, among other 
matters, he covers the difficulties faced by 
associations in fixing retail margins, the 
reasons why many retailers and manufac- 
turers favor price maintenance, and the 
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techniques used by associations to maintain 
the established prices. 

This discussion is followed by two chap- 
ters describing other-than-price limitations 
on competition which have resulted from 
association activity. The final four chapters 
cover legal aspects of associations and their 
practices in Britain and in other countries 
(including the United States), the impact of 
the war on trade associations (they grew 
rapidly), and a proposal for state regulation 
of association activity. 

To this reviewer, Professor Levy’s study 
emphasizes four main points: 

1. The trade association in Britain has 
developed into a form of monopoly which is 
rapidly reducing the play of competition in 
the retail field—and the retail field is “the 
last stronghold of free competition” (p. vii). 

2. British retail trade associations have 
been encouraged by four major develop- 
ments: industrial combination, growth of ad- 
vertised brands, development of large scale 
retailing, and wartime governmental regula- 
tion. Professor Levy finds that many in- 
dustrial combinations wish “to close the gap 
[in their control] by creating or assisting 
monopoly in the retail trade” (p. 7). Their 
control over retail trade associations is based 
on their ability to withhold supplies of well 
advertised branded merchandise. Frequently 
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the associations of manufacturers and re- 
tailers are interlocked. 

The development of large scale retailing 
has encouraged trade associations since (1) 
large retailers can combine easier through a 
trade association than can many small re- 
tailers and (2) although “the first [price] 
cutters...were...the big stores,... 
[they] are now among the keenest enemies of 
the practice” (p. 115). Consequently, “in 
most associations the big [retail] firms play 
the leading role” (p. 22). 

The impact of the war on the retail asso- 
ciation development is obvious. To deal ef- 
fectively with the government, each trade 
needed a central voice. The trade associa- 
tion provided this voice. 

3. Even in a country like Britain where the 
legal situation is favorable to all kinds of 
restrictive actions to check price cutting on 
price-fixed goods (for example, trade associ- 
ations can register dealers, use association 
black lists, and adopt “distance limits,” that 
is, cut off supplies to new shops which are 
opened within a trade association-established 
distance of other stores), evasion is common. 

Although manufacturers make extensive 
use of codes on their products in an effort to 
trace the trade channels through which price 
cutters obtain their merchandise, the price 
cutters “have their agents too, who carefully 
scrutinize the goods they handle for any 
distinguishing mark. Some have a staff of 
girls removing marked cartons and even re- 
packing the goods; some cut off mutilated 
labels; one or two of them even employ 
scientific workers using ultra-violet rays to 
discover concealed code marks.... 

This system of inspection simply confirms 
previous experience, that the greater the 
extent to which competition is superseded 
by regulation, the greater the attempt to 
evade regulation and the greater the need 
for those responsible for the regulations to 
employ vast resources for detection and 
prosecution” (p. 152). 

4. Finally, and most important from the 
American point of view, it is evident that to 
have reasonably effective price maintenance, 
horizontal combinations among both manu- 
facturers and retailers are essential. In this 


country, however, we have legalized price 
maintenance even though our anti-trust 
laws are still opposed to “unreasonable” 
horizontal combinations. Does this point to a 
gradual change in policy under which more 
horizontal combinations will be allowed? In 
this connection, those of us who believe that 
price maintenance should be restricted can 
take little comfort from the fact that the 
first book sold under the booksellers’ price 
maintenance agreement in Britain was 
Marshall’s Principles of Economics. 

Cuar-es F, Puituips 
Bates College 


ANALysis OF Minnesota INcoMEsS, 1938- 
1939, by Roy G. Blakey and others. 
(Minneapolis: University of Minnesota 
Press, 1944. Pp. xxvi, 367. $5.00.) 


This book, an excellent example of group 
research, has a far wider significance than the 
area actually treated or the period covered 
by the data analyzed. A knowledge of con- 
sumer incomes is one of the most important 
cornerstones of market planning and devel- 
opment. In the absence of such knowledge, 
sales executives have customarily relied on 
estimates, often as incomplete and inher- 
ently biased as those based on Federal in- 
come tax returns, or social security pay- 
ments. 

This study, under the direction of Roy C. 
Blakey, is based on The Minnesota Income 
Study, and supplemented by a consequential 
sampling of Minnesota families by inter- 
viewer coverage. The work comprises three 
comprehensive analyses: Individual Earn- 
ings and Family Incomes in Minnesota, 
1938-1939, by William Weinfeld; Housing 
as Related to Income, by James E. Dugan; 
and An Inquiry into the Reliability and 
Sampling Errors of the Data Gathered by 
the Minnesota Income Study, by Alex L. 
Hart. 

Not only a highly technical discussion, but 
also profusely illustrated with tabulations, 
the book lends itself poorly to summary. 
But it is the pertinence of the study that is 
more important to a reviewer. A consumer 
income structure is set up for a state—by 
the most important classifications needed by 
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sales executives: by occupation; by size of 
community; by age; by sex; and so on. It is 
true that the profiles established are not 
directly transferable to industrial states, or 
even to other agricultural states. But the 
general relationships can be adjusted more 
realistically than can new estimates be made. 
The general correspondence in the profiles of 
income curves between the present study and 
the earlier Consumer Purchase Survey sug- 
gest the pertinacity of the income patterns 
shown. 

Technically, the statistical inquiry by Mr. 
Hart is interesting. It is much easier to de- 
scribe an adequate sample at a desk than it is 
to realize it in the field. In the location of 
families for interviewing, Mr. Hart feels that 
selections were not sufficiently random to 
avoid some unnecessary errors of estimate. He 
writes: “The value of this study has been to 
show, by a rather extensive and highly tech- 
nical analysis, that this error is higher than 
need be, provided that the statisticians can 
exercise enough ingenuity to bring their theo- 
retical conceptions down to earth and apply 
them under actual field survey conditions.” 

This is a harsh stricture, but the reviewer 
feels that Mr. Hart understands the schizo- 
phrenic desperation of the market analyst 
responsible for both sample description and 
field operation! 

Lawrence™ C. Lockey 
Wilmington, Delaware 


ADVERTISING AS A Factor In DisTRIBUTION, 
by the Federal Trade Commission. (Wash- 
ington, D. C.: Federal Trade Commission, 
1944. Pp. 50. $.20, paper.) 

The present publication is Part V of the 
Federal Trade Commission’s Report on Dis- 
tribution Methods and Costs. Parts I, III, 
and IV were reviewed in the January and 
July issues of THE JOURNAL OF MARKETING. 

Although this section of the broader study 
consists of only 50 pages of material, it is a 
significant document from two standpoints. 
First, it contains much well organized factual 
material of interest to the teacher, the 
student, and the practical advertising man. 
Second, it presents to the Congress the Com- 
mission’s findings regarding the present place 


of cooperative advertising in the distribution 
system and points out at some length the 
dangers which the F.T.C. believes to be in- 
herent in such practices. 

The entire report consists of a summary 
and four chapters. The first chapter deals 
with principal types and uses of advertising. 
The discussion here is concise and presents 
most of the arguments for and against ad- 
vertising in a fair and impartial manner. It 
also presents figures to show the importance 
of advertising and briefly discusses “‘con- 
sumer interest in advertising.” 

Chapter II is perhaps most important of 
the four because it provides so much infor- 
mation regarding manufacturers’, whole- 
salers’, and retailers’ advertising expendi- 
tures. The eight tables and two charts in- 
corporated in this section will undoubtedly 
provide valuable classroom and research 
material. Most interesting of these are Table 
I.—“‘Advertising and selling expense per 
dollar of net sales for 91 industry groups in 
1940,” and Table 4.—“‘Number of manu- 
facturers reporting the use of specified types 
of advertising and percentage of total ad- 
vertising expended for each type by 548 
manufacturers, grouped by commodities, 
1939.” The tables dealing with advertising 
expenditures in relation to net sales and dis- 
tribution expense for wholesalers and re- 
tailers are also of value. 

Chapters II] and IV, ‘Manufacturer- 
Dealer Cooperative Advertising in Specified 
Lines” and ‘Economic Effects of Coopera- 
tive Advertising,” comprise 60 per cent of 
the report and seem to indicate the real pur- 
pose for which it was prepared. Evidence is 
presented, by industries, in Chapter III to 
show the extent of this type of cooperation. 
Its effects are then evaluated in the next 
chapter. 

The impression is given that the Commis- 
sion has taken this means to present to the 
Congress a somewhat one-sided view of the 
matter, and has included only that evidence 
which will support its case. Many spokes- 
men of certain industries are quoted to sup- 
port the contention that such agreements are 
not beneficial to them or to consumers. It 
is felt that in a report as important as this, 
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the evidence for cooperative advertising 
should be given the same statistical treat- 
ment as the material in the first two chapters. 
This is not to say that the case studies given 
are not of interest or value, but the report 
could be made to have greater import by dif- 
ferent treatment. 

One other criticism that can be made is 
that no clear-cut definition of advertising is 
formulated. On the contrary, at several 
points, all “‘sales promotion” costs including 
exhibits, personal demonstrations, and so on, 
are included in the figures presented, thus 
reducing their significance to some extent. 

W. C. BILLic 
University of Southern California 


NATIONAL Propuct 1n WartTIME, by Simon 
Kuznets. (New York: National Bureau of 
Economic Research, Inc., 1945. $2.00.) 


Professor Kuznets here presents his esti- 
mate of the change in the national output 
between 1939 and 1943. For marketing men, 
he has two particularly important con- 
tributions. One is the specific figures he com- 
putes. The second is his able and enlightening 


discussion of the nature and measurement of 
the national product in peace and war. For 
technical research men who must work with 
estimates of national income, the second is 
more important than the first. 

The total national product that Professor 
Kuznets derives from his formulas is sub- 
stantially smaller than the corresponding 
estimates made by others. “National prod- 
uct,” he says, “adjusted for changes in the 
prices of resources (i.e., input of resources at 
their 1939 efficiency and price levels) in- 
creased about $0 per cent from 1939 to 1943. 
In terms of final product and on the most 
plausible assumption concerning the relative 
efficiency of resource use in munitions and 
war construction, it increased somewhat less. 
Both increases are appreciably less than 
those in the Department of Commerce gross 
national product totals in 1939 prices. Esti- 
mates based on the Department’s concept 
and price adjustments increase 75 per cent; 
those based on our concept but using the 
Departments’ price adjustments 87 per cent.” 

Since they differ so greatly from those pre- 


sented by others, these estimates by Pro- 
fessor Kuznets emphasize the need to clarify 
concepts and methods in this highly impor- 
tant area of economic measurement. Pro- 
fessor Kuznets, himself, stresses the need, in 
measuring national output, to define care- 
fully the ultimate objectives the economy is 
assumed to be serving. The assumptions 
made as to these objectives will determine 
what activities are and what are not to be 
counted as “production,” how many of the 
transactions taking place in the country’s 
markets are to be included in and how many 
are to be omitted from the count, and the 
particular year in which each transaction is 
to be taken into the total. 

“National product cannot be measured for 
the years of a major war as it is in peace- 
time,” says Professor Kuznets, “because the 
customary long run assumptions concerning 
the goals of economic activity are not basic. 
Is provision of goods to ultimate consumers 
in fact the sole purpose that guides, and 
should be used to evaluate, economic ac- 
tivity? When the very life of a social system 
is at stake, the everyday purposes of eco- 
nomic activity are overshadowed. Yet since 
from the longer run viewpoint they are 
dominant, we retain the peacetime goal— 
provision of goods to consumers. 

“This goal is not always dominant. In 
other countries, in other times, even from a 
long term viewpoint, provision of goods to 
consumers may not be, or have been, the 
sole purpose of economic activity. For ex- 
ample, where the basic consideration in the 
longer run—three or four decades—is to 
build up capital in order to hasten industrial- 
ization and come abreast of more advanced 
countries, a longer term goal is perhaps bet- 
ter defined as to provide goods for capital 
accumulation; then the net contribution of 
economic activity should be measured in 
terms of net capital formation as ordinarily 
defined plus additions to the productive 
population and its efficiency .... 

“From many viewpoints, the provision of 
goods to consumers is a subsidiary rather 
than a primary aim of economic activity. 
If the functioning of the economic system is 
judged by its contribution to social welfare at 
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large, if some idea of a good life is the touch- 
stone, then both provision of goods to con- 
sumers and any other immediate purpose of 
economic activity will be subordinate, and 
the entire calculation of national product, if 
calculation is still possible, will be different. 
No longer an economic concept, national 
product will become a concept within a 
broader frame of reference.” 

It is evident that Professor Kuznets offers 
many opportunities for high controversy. A 
debate between him and several other experts 
in income statistics, published in 26 Review 
of Economic Statistics 109-135 (April, 1944) 
will be an instructive supplement to the 
study here under review. Further debate is to 
be expected. In view of the author’s justly 
deserved reputation for exceptional com- 
petence in the statistical measurement of 
fundamental economic quantities, it is not 
likely that the significant contribution he 
offers here will be easily upset by his critics. 

Reavis Cox 
University of Pennsyloania 


AGRICULTURAL Price ControL, by Geof- 
frey S. Shepherd. (Ames, Iowa: Iowa 


State College Press, 1945. Pp. ix, 361. 

$3.75.) 

Agriculture has already had more than 15 
years of various price supporting measures 
in this country. We are now about to embark 
upon the most extensive program of them all 
in an endeavor to fulfill promises made to 
farmers during the war. These efforts and 
their effectiveness are the subject matter of 
this book. The author reviews the history, 
analyzes and appraises the procedures that 
have been followed and some of the proposed 
alternatives, and expresses his own views on 
desirable price policy. 

Previous programs fall rather easily into 
two groups: those which have endeavored to 
manipulate the supply of agricultural prod- 
ucts, and those designed to improve de- 
mand. Purchase and sale operations by the 
government can apparently iron out short- 
time fluctuations in price, but have proved 
incapable of raising the general level of price. 
Three or four years of declining prices 
wrecked the Federal Farm Board. The Com- 


modity Credit Corporation, which has fol- 
lowed, did well during the period of rising 
demand between 1933 and 1937, but between 
1937 and 1941, when demand leveled off, 
large stocks were accumulated. The threat- 
ened disaster was averted by the unprece- 
dented demands of the war. A short lived 
attempt at production control met an un- 
timely legal death but was sufficient to 
demonstrate that acreage could be cut with- 
out a material effect upon output, and still 
less upon income. 

On the demand side, the programs seem 
to have been more successful even though 
the results have been moderate. The school 
lunch, low-cost milk, and the stamp plan 
for subsidizing low income groups during the 
depression were well received by the public 
and influenced farm income favorably. Post- 
war revival of these plans seems probable 
but with modifications and improvements. 
Export subsidies, on the other hand, do not 
appear to have much to recommend them. 

Among the more special and _ localized 
products such as market milk and fruits, 
marketing agreements and orders have been 
widely used. These have been of a variety of 
types, but in general they permit to agri- 
cultural producers the exercise of a consider- 
able range of monopoly practices under gov- 
ernmental supervision. 

The author believes that the control 
programs for different products must vary. 
For corn, the principal feed crop, he would 
provide a stable price with the government 
storage stocks used to equalize market sup- 
plies between years. This would tend to 
stabilize all agriculture by lessening the fluc- 
tuations in livestock production. For wheat 
and the perishables, he would permit a 
fluctuating price, changing with the size of 
crop, but varying in such a way that total 
sales or income from year to year would re- 
main constant. He is a strong advocate of 
subsidizing consumption in the low income 
groups. 

The author’s general philosophy may per- 
haps best be stated in his own words: “Price 
control is a dangerous tool. It can have 
devastating effects if it is mismanaged. But it 
can have very beneficial and desirable effects 
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if it is used properly. It can smooth out live- 
stock production and cycles by operating on 
the supply and demand—that is, by smooth- 
ing out the market supplies of livestock 
feeds, and by exerting some stabilizing in- 
fluence on the demand for food. It can at 
least partly stabilize gross incomes to pro- 
ducers of cash crops, including perishable 
crops. It can let farmers know definitely 
what price situation they are facing and 
enable them to plan their production ac- 
cordingly, at the lowest cost to them and to 
the nation” (p. 352). 

This is the most complete picture of agri- 
cultural price controls in a single volume. 
Marketing men who are unacquainted with 
the techniques and quality of price analysis 
in the agricultural field will find the statis- 
tical parts of special interest. All will be con- 
cerned with the drift of public policy in an 
important sector of the economy. 

Warren C. WaITE 
University of Minnesota 


THe THeory or Economic Procress, by 


C. E. Ayres. (Chapel Hill, N. C.: Univer- 


sity of North Carolina Press, 1944. Pp. 
Vili, 317. $3.00.) 


Those to whom economics is purely math- 
ematical, and those who have spun so finely 
or so long in theory as to forget the sand in 
their ropes, probably will regard this book 
lightly; for the emphasis is on the economic 
substrata of sociology, psychology, and phi- 
losophy, and on the “conception of human 
nature” by which all assumptions of eco- 
nomics ultimately must (or should) be 
tested. The result is a searching and impor- 
tant book. 

Part I, The Classical Tradition, examines 
the origins of price, capital, and value theo- 
ries and seeks to prove these theories, in- 
cluding those of Keynes, Chamberlain, and 
the neo-classicists, in error. The analysis is 
extremely capable and certainly will attract 
attention. 

Part II, Economic Behaviour, owes much 
to Veblen, Hobson, and Dewey, as the author 
is first to acknowledge. This section sup- 
ports the arguments of Part I, but is designed 
primarily to lay the basis for Part III, par- 


ticularly in its chapters on Industrial Evolu- 
tion and Technology and Institutions. It is a 
stimulating discussion, though it is some- 
times diffuse. 

The attempt in Part III, Value and Wel- 
fare, to substitute a simon-pure technological 
theory for the classical tradition is the least 
successful portion of the book. It is less 
closely reasoned, more argumentative, and is 
less a formalization of a theory than a plea 
for one and an expressed conviction that or- 
thodox economics needs to be and will be 
discarded. It should, however, stimulate 
new questionings and new researches. 

Dona_p F. BLANKERTZ 
Washington, D. C. 


SELLING witH Cotor, by Faber Birren. 
(New York: McGraw-Hill, 1945. Pp. x, 
244. $2.50.) 

The title Selling with Color is appropriate 
for only a minor portion of Mr. Birren’s 
book, for he considers many other aspects 
such as symbolism of color (from heraldry 
to holidays), the effect of light on plants and 
animals, fundamental principles of color 
vision, and the use of color in physical and 
mental therapy. Topics more definitely re- 
lated to sales include color preference as af- 
fected by age, sex, race, and Hollywood, color 
in advertising and packaging, and research 
as to color preferences in specific situations. 

The most important contribution to the 
main objective of the book is the author’s 
commendable stress on research, especially 
consumer research. He hints at an interesting 
interviewing technique. Instead of merely 
showing an area of color, or asking people 
about color names, the interviewer presents 
sketches of ensembles such as a whole room 
or a wardrobe and conducts what appears to 
be an open-ended interview to get general 
reactions. It would be interesting to know 
more about the technique and particularly 
how the results are interpreted. Mailed ques- 
tionnaires and the analysis of sales records 
are discussed briefly. The appendix gives 
sales records of different colors for quite a 
variety of products for the period 1940 to 
1944. 

Among the more interesting items in the 
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book is the suggestion of using a map show- 
ing the per cent of sunlight in different re- 
gions of the United States as a basis for sales 
planning. White shoes sold in about the same 
percentage in regions having the same 
amount of sunlight. In the industrial field it 
is proposed to use different colors as signs or 
symbols, for example, yellow paint on any 
object that might be a strike-against hazard, 
orange for hazards with sharp edges, green 
for first-aid equipment. Having the workers 
associate these colors with particular contin- 
gencies has obvious implications for safety. 

On the negative side are far-fetched state- 
ments such as attributing adult preference 
for blue to the yellow pigment in the lens of 
the eye preventing us from getting enough 
blue to satisfy us. He uses unscientific ter- 
minology (e.g. putting color preference in 
“the heart’), and introduces an apparently 
serious discussion of character analysis as 
revealed by color preferences. If a light blue 
wall produces an improvement in something, 
the author, like many workers in the field 
of color, attributes this uncritically to the 
blue and not to the lightness. 

The author has evidently delved into a 
tremendous amount of source material. Un- 
fortunately, he is none too systematic in 
summarizing it and accepts it all uncriti- 
cally, including even a little pseudo-science. 
Reference to the original sources is not car- 
ried out consistently. The author finds more 
unanimity in the varied studies of color 
preference than most of the rest of us are 
able to discover. In general, his conclusions 
regarding color go much farther than the 
psychologist would be disposed to go. 

The reader with a scientific interest in 
color and vision, by using the index, may 
find a number of contributions to the subject 
which are not familiar to him. The adver- 
tiser will find a few studies on the psychology 
of color summarized briefly and effectively. 
The manufacturer of colored products will 
learn of the importance of research. He can- 
not expect to find a direct answer as to what 
color to use for his product right now. No 
one has that answer. In this sense the book 
does not measure up to the publisher’s blurb 
on the jacket. But it will give the manu- 


facturer a hint as to how he can find out 
what color to use by conducting an appropri- 
ate research investigation. 

Harotp E. Burtr 
Ohio State University 


Know Your Mercnanoise, by Isabel B. 
Wingate, Karen R. Gillespie, and Betty 
G. Addision. (New York: Harper & 
Brothers, 1944. Pp. xii, 713. $3.00.) 


“This book has been written to fill the 
growing demand in schools and colleges for a 
text for courses in merchandise information” 
(Preface). It is difficult to review, the task 
being not unlike that of reviewing an ency- 
clopedia. 

An introductory chapter highlights the 
fact that some consumers want to know the 
essential facts about the merchandise that 
they are asked to purchase. It indicates the 
general classifications of the salient mer- 
chandise points and stresses the advantages 
of salespeople becoming familiar with them. 
Thereafter, the remainder of the volume con- 
sists of a series of chapters which set forth 
the pertinent selling information for a wide 
range of merchandise. 

Part I deals with Textiles and Part II with 
Non-Textiles. Included in the latter are such 
divergent merchandise groups as shoes, furs, 
jewelry, cosmetics, foods, glassware, furni- 
ture, rubber, and plastics. The information 
is presented in understandable language, 
with all technical terms defined on the spot, 
without resort to footnotes—to this re- 
viewer a most welcome novelty. There are 
numerous informative illustrations consisting 
of diagrams, line drawings, and _photo- 
graphs. The presentation constantly stresses 
the use that salespeople can make of the in- 
formation. 

It must be assumed that the information 
as given is correct—again the analogy of the 
encyclopedia emerges. On this assumption it 
can be stated that the book contains a wealth 
of facts, well marshalled and interestingly 
presented. If salespeople really want to 
learn the selling points for their merchandise, 
this book will be valuable to them. 

Harotp A. BAKER 
Evanston, Ill. 
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CooPERATIVE ASSOCIATIONS IN EUROPE AND 
THEIR Possipitities FoR Postwar Re- 
construction, by Florence E. Parker and 
Helen I. Cowan. (Washington, D. C.: 
U. S. Department of Labor, Bureau of 
Labor Statistics, 1944. Pp. 280. $.35, 
paper.) 


In the words of the authors, this “‘report 
was compiled as a result of requests from 
various official agencies concerned with the 
rehabilitation of the war-devastated coun- 
tries of Europe, but was extended to cover 
the other countries of that continent.” 

The first part deals with a “comparative 
analysis of the European cooperative move- 
ment.” It is divided into two main divisions: 
(a) the development and characteristics of 
the consumers’ cooperative movement, and 
(b) the international aspects of the coopera- 
tive movement. 

Part two is devoted to the development of 
cooperatives in individual nations. This sec- 
tion contains a concise summary of the devel- 
opment of the cooperative movement in 28 
different European countries. In the study 


of each the main emphasis is placed on that 
form of cooperation in which the country has 
excelled. 

The important place originally held by co- 
operatives is shown by the fact that “just 
before the outbreak of war, membership in 
the nearly 575,000 cooperative associations in 


Europe exceeded 1114 millions.” A past 
membership as large as this should assure the 
re-establishment of cooperatives now that 
the war is over and Nazi domination has 
ended. The more powerful cooperatives in 
the major European countries probably will 
be revived in the near future and will assume 
the important place in the business field 
which they held before the war. 

The book is written in a readable style. 
Like most government reports, it contains a 
large number of very good statistical tables, 
valuable for quick reference. 

The authors have not devoted as much 
space to explaining how the cooperative 
movement can aid rehabilitation of the 
European war-torn countries as one might 
expect. They do, however, present concise 


accounts of cooperation in various countries 
which should be of value to cooperative 
study groups, to marketing teachers, and to 
college students. On the whole, the authors 
have compiled much valuable material in the 
cooperative-marketing field; and the source 
material listed at the end of the discussion 
of each individual country is excellent as a 
starting bibliography for further research. 

ARDEN B. OLsEeNn 
Denver University 


Booxs RECEIVED 


Cartels, Challenge to a Free World, by Wendell Berge. 
(Washington: Public Affairs Press, 1944. Pp. v, 266. 
$3.25.) 

Wendell Berge, the Assistant Attorney General in 
charge of the Anti-Trust Division, has instituted some 
of the most far reaching and important actions ever to 
be brought against the industrial giants of America. 
By virtue of his present capacity and his service as 
Thurman Arnold’s assistant (and as a member of the 
Anti-Trust Division since Hoover’s administration), 
Mr. Berge has extraordinary qualifications to present 
his subject. 

This subject is most important now, he believes, be- 
cause we are on the threshold of the greatest technical 
and scientific developments in history. “The opportuni- 
ties for daring enterprise . . . will surpass anything ever 
before known.” If we are to realize these opportunities, 
“we must face frankly the greatest obstacle to making 
the most of our opportunity ... the threat of cartel 
control of major world industries.” 

After brief chapters defining cartels and describing 
their malevolent economic activities generally, the 
book presents the pertinent known facts concerning 
cartels in medicine, synthetic hormones, vitamins, 
quebracho extract, titanium, and optical instruments. 
Brief comment is given to many others, and an appendix 
lists a score of cartel cases instituted by the Depart- 
ment of Justice since 1937. 

Many cartel arrangements, particularly those made 
by companies holding a semi-monopolistic position 
domestically, have almost the effect of national foreign 
economic policies. Some even affect national security 
vitally. It is not even reasonably feasible to exercise 
control over cartels. Instead, Berge recommends a four 
point program: 

1. Encourage domestic research so that we do not 
have to buy the benefits of foreign research by cartel 
agreements. 

2. Remove artificial support from industries which 
cannot stand on their own feet. 

3. Give vigorous support to foreign trade and take 
anti-trust action against foreign cartels. 

4. Create an international forum to resolve the 
problems of countries denied access to materials or the 
right to buy as a result of monopoly or cartel action, 
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The Pattern of Corporate Financial Structure, by Walter 
A. Chudson. (New York: National Bureau of Eco- 
nomic Research, 1945. Pp. xiv, 148. $2.00.) 


This is one of a series of books published by the 
National Bureau of Economic Research as a result of 
its five year old investigation of changes in the financial 
structure of business in the period 1900 to 1940. The 
present volume provides a comprehensive picture of the 
distinguishing financial features of incorporated manu- 
facturing and trade enterprise in one recent year (1937). 
Very extensive profit and loss and balance sheet data 
obtained from the SEC and the Bureau of Internal 
Revenue were used as the basis for the study. 

The content of the book may be best indicated simply 
by listing a few salient conclusions: The turnover of 
bank credit does not vary substantially among cor- 
porations of different size, but notes payable to banks 
form a significantly greater part of the liabilities of 
small than of large corporations. Variations in the 
proportion of equity as between industries are rela- 
tively narrow. Reliance on short and long term debt, 
however, varies widely as between industries, and the 
differences are especially great in short term debt. 
Large concerns show a slight tendency to extend credit 
for a longer period. Corporations of all sizes rely on 
trade credit to about the same extent to finance current 
output. 

Several technical appendices and several dozen tables 
and charts provide thorough presentation of the facts 
unearthed. Bankers and students of banking, credit, 
and finance may find this material to be most helpful. 


The Common Interest in International Economic Or- 
ganization, by J. B. Condliffe and A. Stevenson. 
(Montreal: International Labour Office, 1944. Pp. 
135. $1.50.) 

The increasing number and complexity of barriers to 
international trade which were established during the 
1930’s were almost at their peak when World War II 
began. Recollection of the effects of the great depression 
and the economic distortions and political uncertain- 
ties of the future leave grave doubt whether the nations 
of the world will reverse the trend toward economic 
nationalism. Professors Condliffe and Stevenson have 
undertaken in this volume to re-examine the benefits 
to a modern world to be expected from such a re- 
versal. 

The report consists of five chapters. The first two are 
comparatively brief and attempt to define the economic 
aims of each of the nations: full employment, social 
security, economic development, and the like. The au- 
thors then examine the changing conditions of produc- 
tion and trade with special reference to monopolies and 
the tendencies toward economic instability. Special 
problems involved in the transition from a war to a 
peacetime economy are dealt with in Chapter 4. The 
final chapter argues that positive national policies de- 
signed to maintain employment and improve the lot of 
the ordinary citizen “are compatible with an increased 
volume of international trade” —provided that appro- 
priate international machinery is created through which 
such national policies can be cleared and coordinated. 


The book evidences a thorough acquaintance on the 
part of the authors with the existing special conditions 
and practical trade problems of different regions of the 
world, as well as a scholarly understanding of the 
theory of international trade. 


World Grain Review and Outlook, 1945, By Helen C. 
Farnsworth and V. P. Timoshenko, with a Statistical 
Appendix by Rosamond H. Pierce. (Stanford Uni- 
versity, California: The Food Research Institute, 
1945. Pp. xi, 319. $3.00.) 

The title of this book fully reflects its objective and 
the scope of its contents. It is a carefully documented, 
scholarly study of the supply and requirements for 
grains of all types in major world markets. Most of the 
book is devoted to the 1943-1944 crop year, but no less 
than 75 pages are required for a discussion of the out- 
look for 1945 and later years. 

By virtue of its constant collection of materials, its 
connections, and its experience in this field, the Food 
Research Institute and its staff are exceptionally well 
qualified for preparation of such a study. Very heavy 
emphasis is placed on wheat and on the group of food 
rather than feed crops. Such emphasis is probably 
justified by virtue of the Institute staff’s special knowl- 
edge of that field. The space given to wheat permits a 
quite thorough exploration of the position of one grain, 
and this alone may be valuable to other marketing 
students interested in preparing comprehensive surveys 
of the position of other materials. 

The s0-page statistical appendix is not simply a 
compendium of existing data but is to a great extent 
the product of extensive research on the part of one 
of the authors. The tables should prove most valuable 
to anyone interested in this field. 


Tin Under Control, by K. E. Knorr. (Stanford Uni- 
versity, California: Food Research Institute, 1945. 
Pp. xi, 314. $3.00.) 


This is said to be the first book in English devoted 
to the world tin economy. It is a thorough, scholarly 
economic analysis which should be of extraordinary 
value not only to those interested in tin and tin products 
but to those concerned with international “cartels.” 
Detailed consideration is given in a series of chapters 
to the operation of the International Tin Control 
Scheme (for this is the primary matter of interest to the 
author), but the chapters covering the properties of 
tin, its uses, the nature of demand for it, production, 
trade, supply, and postwar demand and supply pros- 
pects should prove most interesting and valuable to a 
wide range of readers. 

Tin is a high priced metal purchased by manufac- 
turers for a variety of industrial and commercial uses. 
The tin is incorporated in the end products in such 
small quantity as to be an insignificant factor in their 
prices. Demand for the products is highly sensitive to 
the level of business activity so that the demand for tin 
itself does not readily respond to price changes. In the 
past, these conditions lead to very wide swings in the 
price of tin, creating short periods of heavy profit or 
loss for producers. 
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International control was undertaken to stabilize the 
industry and was, in time, effective in creating artificial 
scarcities but not effective in preventing excessive price 
gyrations. The operations of the control scheme are 
analyzed in detail and the conclusion is reached that 
such controls are likely to fail even to establish the 
stability they set out as their objective. 

Our experience during the War leads the author to 
conclude that many measures to conserve tin and re- 
duce demands for it will be continued. Further, it is 
believed that the high price of tin will lead to constant 
efforts to get away from it in favor of a cheaper metal. 
This may be offset, in part at least, by the develop- 
ment of demands in other nations which will become 
more industrialized. There is little likelihood of lower 
production costs than have existed in the Far East, 
Bolivia, and Africa in the past. 

The author believes the United States should and 
will take a more positive role in any future inter- 
national controls and should use its war-built smelter 
as a bargaining weapon. He does not recommend re- 
tention of the smelter except as a bargaining device. 


Basic Problems of Sales Management by Frank LaClave. 
(New York: McGraw-Hill, 1945. Pp. 115. $1.25.) 


The sub-title Printers’ Ink Refresher Course best 
describes the contents of this little book. It is not a 
scholarly work nor meant as a text book. Rather ict is 
a series of short articles on the most important common 
problems faced by a sales manager. These appeared 
first in Printers’ Ink and have now been published in 
answer to the numerous requests for reprints. 

The simple fundamentals of each subject are pre- 
sented in a readable way. Hiring, training, compensa- 
tion, reports, expenses, and a half dozen other topics 
are covered. Each chapter is begun with a cartoon which 
tellingly links the fine phrases of principles with operat- 
ing facts. This is, indeed, a quick and easy refresher for 
practitioners of the trade. 


Corporate Cash Balances, 1914-1943, by Friedrich A. 
Lutz. (New York: National Bureau of Economic 
Research, 1945. Pp. xiv, 132. $2.00.) 


The cash balances of business establishments have 
attracted the increasing attention of economists and 
businessmen since 1929. The spectacular growth of cor- 
porate cash balances since the outbreak of World War II 
prompted the investigation by Mr. Lutz. Considera- 
tions of the need for throwing light on the significance 
of recent developments were soon reinforced by a 
recognition that a careful study of cash balances might 
help to resolve the debates over monetary theory 
which have arisen over the so-called “‘cash balance 
approach.” 

This monograph does not attempt to give an au- 
thoritative answer to either of these questions. It is, 
however, a careful presentation of an extensive body 
of empirical information which should be of great value 
to economists. The data presented cover the years 1914 
to 1943, a period including two world wars and two 
decades of peace. Cash balance figures for 80 large and 
73 medium and small manufacturing concerns are sup- 


plemented by similar data for a smaller group of re- 
tailers. 

The following are among the more noteworthy find- 
ings: There has been a sharp increase in the liquidity 
of the position of medium and small corporations during 
the present war, but no marked change in the case of 
large corporations. During the depression of the 
Thirties, however, the greatly increased liquidity or 
“hoarding of cash” took place only among larger 
manufacturers. The increase in “free” cash among the 
lesser companies was small. 


Personnel Relations. By J. E. Walters. (New York: 
Ronald Press, 1945. Pp. 547. $4.50.) 


Drawing on both his academic and his practical ex- 
perience in the field of personnel administration, Mr. 
Walters has prepared a clear and forthright volume. 
In scope of material, it is sufficient as a text for the un- 
initiated and as a guide for the more sophisticated. 

A special effort has been made to associate industrial 
personnel relations with democracy in its broadest 
sense. It is significant also that the author has under- 
taken to review the problems that arise from labor’s 
viewpoint as well as on the basis of the employer's 
interest. There is no shying away, either, from the hard 
facts of labor organization power and union practices. 
This notably contributes to an impression of balance 
in the book. 

A whole series of chapters are devoted to govern- 
mental cooperation in, and regulation of, personnel 
relations. This covers not only such subjects as mini- 
mum wages and collective bargaining but gives a 
lengthy description of federal and state social security 
and unemployment insurance plans. The final chapter is 
devoted to union-management-government cooperation 
and concludes with a program for improved industrial 
democracy. 

The book is illustrated with a profusion of tables and 
charts, particularly in sections dealing with job evalua- 
tion, ratings, personnel audits, and the like. It is ac- 
companied also by an extensive and valuable bibliogra- 
phy. 


America’s Place in the World Economy, Edited by 
Arnold J. Zurcher and Richmond Page. (New York: 
New York University, 1945. Pp. xi, 250. $3.00.) 


Fourteen addresses concerning America’s postwar in- 
ternational economic policy are presented in this book. 
These are introduced by two lengthy discussions of 
U. S. international economic interests and policies as a 
whole. A series of later lectures cover American invest- 
ment opportunities abroad, Bretton Woods, cartels, 
and world population movements, by such outstanding 
authorities as Harry White, Corwin Edwards, and 
Henry Pratt Fairchild. 

The latter part of the book examines some of the 
specific issues and problems likely to arise after the war 
in adjusting the American economy to the economies 
of Great Britain, the Soviet Union, and the Latin 
American republics. Dr. Carlos Davila’s plea for eco- 
nomic solidarity in the Western Hemisphere is particu- 
larly noteworthy. 











A.M.A. Notes 


ROSS M. CUNNINGHAM 
Editor 








Announcement of 1946 Officers 


The Chairman of the Teller’s Committee, 
John W. Stokes of Stokes, Boynton & Com- 
pany, Boston, has reported that the follow- 
ing officers and directors were elected for 
1946: 

President—Lyman L. Hill, Servel, Incorporated, Evans- 
ville 20, Indiana 
First Vice-President—Paul W. Stewart, Stewart, Brown 

& Associates, 30 Rockefeller Plaza, New York 20 
Second Vice-President—Robert T. Browne, Pillsbury 

Mills, Inc., Minneapolis 2, Minnesota 
Treasurer—Wilford White, Bureau of Foreign and 

Domestic Commerce, Washington, D. C. 
Secretary—Harvey W. Huegy, University of Illinois, 

Urbana, Illinois 
Directors Elected for 1946-47 

Edgar H. Gault, University of Michigan, Ann Arbor 

Michigan 

T. G. MacGowan, The Firestone Tire & Rubber Com- 

pany, Akron, Ohio 

Gerald B. Tallman, Massachusetts Institute of Tech- 

nology, Cambridge 39, Massachusetts 
Directors Continuing Through 1946 

Ralph R. Butler, Kendall Mills, Walpole, Massachu- 

setts 

David E. Faville, Stanford University, Stanford, 

California 
Arthur Hurd, J. Walter Thompson Company, 420 
Lexington Avenue, New York 
Immediate Past President and Director 
Donald M. Hobart, The Curtis Publishing Company, 
Independence Square, Philadelphia 5, Pennsyl- 
vania 
Editor-In-Chief of Fournal of Marketing 
Charles F. Phillips, Bates College, Lewiston, Maine 


In addition to the Chairman, the Teller’s 
Committee consisted of W. T. Cox, Graton 
& Knight Company, Worcester; Margaret 
McQuide, The Curtis Publishing Company, 
Boston; Robert S. Perry, Gillette Safety 
Razor Company, South Boston; H. Gordon 
Scowcroft, Lever Brothers, Cambridge, and 
Robert Singer, New England Confectionery 
Company, Cambridge. 
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Distribution of Membership Certificates and 
Cards 


For the past few years there has been con- 
siderable discussion from time to time of the 
desirability of having a membership certifi- 
cate and a membership card. This past year, 
through the efforts of Ralph Greiner of 
McGraw-Hill (Cleveland) as Chairman of 
the Membership Recognition Committee, an 
attractive certificate and card were de- 
veloped and were distributed to the mem- 
bership in November. The membership card 
will be issued annually to members after 
payment of dues. The membership certificate 
is designed to serve throughout the period 
of membership as it was felt impractical 
both from the standpoint of cost and burden 
to the Secretary’s Office to issue it annually. 
A member who resigns from the A.M.A. is, 
of course, expected to return his certificate 
to the Secretary. 

One of the important features of the work 
of the Membership Recognition Committee 
was to develop the emblem with the letters, 
A.M.A., in reverse type and the word ‘“‘Mar- 
keting” written across them. The phrase, 
“For the Advancement of Science in Mar- 
keting,’—indicating the primary purpose 
of the A.M.A.—appears above and below 
the initials. This emblem serves to identify 
the Association and set it apart clearly from 
others which have comparable initials. Fur- 
thermore, it provides an attractive insigne 
to be used on stationery of the national or- 
ganization and chapters; it was used on the 
cover of the 1945 National Roster. 


Amendments to Constitution and By-Laws 


The Constitution and By-Laws of the 
American Marketing Association have not 
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been changed since the Association was 
formed in 1937 as a merger of the National 
Association of Marketing Teachers and the 
American Marketing Society. Over the eight 
year period since that time there have been 
numerous changes in the problems confront- 
ing the Association, and at the June, 1945 
business meeting the Committee on Amend- 
ments to Constitution and By-Laws, through 
its chairman Howard Whipple Green, recom- 
mended a number of changes. Most of these 
were submitted to the membership in No- 
vember. The remainder affected classes of 
membership and, because of the contro- 
versial nature of such changes, will not be 
put to vote until the entire membership has 
had an opportunity to study and weigh the 
proposals over a substantial period of time. 


The One-Day Conference at Indianapolis 


The Indianapolis Chapter sponsored a 
one-day conference of the Association at 
Indianapolis on December 10, 1945 in con- 
junction with the winter business meeting 
of the A.M.A. The offer of the Indianapolis 
Chapter to build a program for this confer- 
ence and to make all local arrangements was 
particularly welcome because A.M.A. officers 
had decided that the crowded hotel condi- 
tions in most major cities rendered a winter 
conference impracticable. Yet it was recog- 
nized that it was undesirable for an entire 
year to pass without a national conference. 
Inasmuch as the deadline for these notes was 
prior to the meeting, a report on the pro- 
gram and attendance must wait until the 
April issue of the Fournal. 


1946 Spring Conference in Boston, May 15, 16 
and 17 


The New England Chapter is sponsoring 
the 1946 Spring Conference at the Hotel 
Statler on May 15, 16 and 17, 1946. The 
conference committee is composed of George 
W. Bruce as General Chairman; Secretary, 
Carl G. Vienot (Carl G. Vienot, Inc., Bos- 
ton); Program, Neil H. Borden (Harvard 
Business School); Arrangements, Ralph G. 
Wells (Boston University); Finance and 
Registration, Harold P. Smith (U. S. Depart- 
ment of Commerce, Boston); Attendance, 


Promotion and Publicity, Geoffrey L. Pip- 
pette (The Carter’s Ink Company, Cam- 
bridge) and Exhibits, Bernard Gould (Gil- 
lette Safety Razor Company, Boston). 


CHAPTERS IN ACTION 
Chicago 


President, George H. Brown, University of Chicago; 
Secretary, James L. Spangenberg, Quaker Oats Com- 
pany, 141 West Jackson Boulevard, Chicago 4; Treas- 
urer, William R. Keir, Libby, McNeill & Libby, 
Chicago 9. 


Luncheon Discussion Groups 


The Chicago Chapter is conducting its 
second season of Luncheon Discussion 
Groups. Begun in the fall of 1944 under the 
direction of Robert F. Elrick of the Pepso- 
dent Division of Lever Brothers Company, 
the idea of round-table discussion groups 
gained almost immediate acceptance of the 
chapter membership. 

The objective of the groups, as stated by 
the Governing Committee, is “To provide 
a medium for the interchange of marketing 
research ideas, information, and experiences 
for members of the Chicago Chapter— 
AMA.” It was felt that small groups, meet- 
ing regularly, and led by a discussion leader, 
would provide an atmosphere conducive to 
an informal interchange of workaday prob- 
lems. 

There are four discussion groups, each 
limited to a specific phase of marketing re- 
search activity. A permanent chairman and 
secretary are appointed to head up each 
group for a season. The Chairman’s responsi- 
bility is to see that a discussion leader is 
provided for each meeting, and that this 
leader is held within the confines of the as- 
signed subject. The secretaries assist the 
chairmen by handling finances, mailing an- 
nouncements, and so on. 

There is a luncheon meeting each Tuesday 
and Thursday from October through May— 
with each group meeting on alternate weeks. 
The 1945-46 groups are set up as follows: 


Groups 

Advertising Research—William F. O’Dell, Chairman, 
Statistical Research Co.; R. L. Anderson, Secretary, 
J. Walter Thompson Co, 
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Sales Analysis Research—Henry C. Luders, Chairman, 
Booz, Allen & Hamilton; Thomas A. Meade, Secre- 
tary, Montgomery, Ward & Co. 

Markets and Distribution—Lyman Forbes, Chairman, 
Modern Distribution; Hazel Mann, Secretary, R. N. 
McMurry & Co. 

Research Techniques—Neal Gilliatt, Chairman, Mc- 
Cann-Erickson Inc.; S. Marie Vaughn, Secretary, 
Dancer, Fitzgerald & Sample. 


A governing committee, largely made up 
of persons active in the groups the previous 
year, steers the functioning of the groups. 
Mr. Elrick again heads the governing com- 
mittees; with Richard F. Snyder of Fry, 
Lawson & Company in charge of member- 
ship; Robert J. Eggert of the American 
Meat Institute in charge of programs; Mar- 
garet Fairbairn of the Consolidated Book 
Publishing Company in charge of attendance 
and finance; and Verl D. Brewer of Osborn, 
Scolaro, Meeker & Company in charge of 
publicity. 

Typical subjects for this season are indi- 
cated by the announcements for the first 
four meetings. The Advertising group heard 
Carl Nelson of Publication Research on 
“How the Continuing Newspaper Studies 
Are Conducted.” The Markets and Distribu- 
tion Group covered ‘How to Put Your 
Product in the Traffic Flow”; the Tech- 
niques Group: “New Developments in Re- 
search Techniques”; and the Sales Analysis 
Group: “Sales Analysis—Fact or Fantasy.” 

The early meetings last year had an aver- 
age attendance of 18 but this grew to better 
than 30 by the end of the season. The num- 
ber of members registered this season ranges 
from 46 for Advertising to 60 for Tech- 
niques. Every registrant must be a paid-up 
member of the Chicago Chapter. Guests are 
strictly limited; to preserve the informal 
character of the meetings it is becoming 
necessary to limit attendance. A maximum 
of 30 persons seems advisable. It is signifi- 
cant that the roster of the Chicago Chapter 
has almost doubled since the luncheon dis- 
cussion groups began. The chapter now has 
about 200 members. 

If other chapters are interested in estab- 
lishing similar groups and want further in- 
formation, it is suggested that they address 
the Governing Committee Chairman, Robert 


F. Elrick, Pepsodent Division, Lever Broth- 
ers Company, 141 West Jackson Boulevard, 
Chicago. 


Los Angeles Chapter 


President, William Dover, Los Angeles Examiner; 
Secretary, Jessie Locke Moffett, Moffett Research 
Company, 6253 Hollywood Boulevard, Los Angeles 28; 
Treasurer, Walter E. Elieson, U. S. Department of 
Commerce, 1540 Federal Building, Los Angeles 12. 


The September 19 meeting was addressed 
by Dr. Vergil D. Reed on the general topic 
of ‘“Reconversion in Marketing.” He pointed 
out the gradual increase in the proportion of 
output sold through manufacturers’ own 
branches as contrasted with wholesalers but 
did not feel that the wholesaler was headed 
for extinction. In particular, he pointed out 
that while there had been some loss in the 
relative standing of the wholesaler, the dol- 
lar volume business of wholesalers had not 
decreased. Dr. Reed analyzed the various 
marketing factors in the Los Angeles area 
and urged members to build a new selling 
organization soundly but quickly and to fol- 
low a price policy which would give maxi- 
mum benefits to consumers. 


Michigan Chapter 


President, W. B. Manchester, Crowley, Milner and 
Company, Farmer and Gratiot Streets; First Vice- 
President, Lyndon E. West, Detroit Free Press, 321 
West Lafayette Street; Second Vice-President, R. W. 
Oudersluys, Commercial Services, Inc., 2011 Park 
Avenue; Secretary and Treasurer, Hugh H. MacMillan, 
Detroit Free Press. Directors: Robert E. Breitenbach, 
Chamberlain Company of America, 1254 LaBrosse; 
Edgar H. Gault, University of Michigan, Ann Arbor; 
Harry V. Odle. Committee Chairmen: Membership, 
Louise C. Grace, Grant Advertising, Inc., 2866 Penob- 
scot Building; Program, Robert H. Breitenbach, Cham- 
berlain Company; Pudlicity, W. R. Ewald, Campbell 
Ewald Company; Special Projects, V. E. Nickel, Nash- 
Kelvinator Corporation; Editor of ““Marketeer,” E. G. 
McGill. 


These officers were elected for 1945-46 
season. 


New England Chapter 


President, Wilfred E. Booth, The Foxboro Company; 
Secretary, Charles H. Overly, J. W. Greer Company, 
Cambridge; Treasurer, Harold P. Smith, U. S. Depart 
ment of Commerce, Boston. 





THE JOURNAL OF MARKETING 


323 





Meetings 


John Alden Spooner, Vice-President in 
charge of Advertising and Public Relations, 
Textron, Inc., New York, addressed the 
September 18 meeting and told of his com- 
pany’s vertical integrated organization in 
the synthetic textile field. All operations are 
controlled by Textron, Inc., with the com- 
pleted line delivered directly to department 
stores and specialty shops. One feature of the 
marketing plan is the use of public relations 
men from Textron to act as liaison between 
Textron and store management above the 
level of the Textron salesman and store 
buyer. A single label on ali items manu- 
factured by Textron is used to control qual- 
ity. 


Luncheon Discussion Groups 


The luncheon discussion groups through 
the summer and early fall have covered 
topics on industrial marketing, testing ef- 
fectiveness of advertising copy, transporta- 
tion problems, consumer survey methods, 
and radio advertising. 


Personnel Committee 


Cooperating with the A.M.A. Personnel 
Committee headed by George H. Allen of 
the Cooperative Analysis of Broadcasting, 
the New England Chapter has formed a 
committee under Geoffrey L. Pippette of 
Carter’s Ink Company. This committee will 
publish a job bulletin. 

The Chapter is experimenting this year for 
the first time with a News Letter. In the be- 
ginning this will be published quarterly and 
if the response justifies it, perhaps monthly. 
It is being edited by Herbert E. Chase of 
Lever Brothers Company. 


Northeastern Ohio Chapter 


President, Robert F. Blair, The Iron Age, 1016 
Guardian Building; Vice-President, Ralph W. Leaven- 
worth, Fuller & Smith & Ross, Inc., Bulkley Building; 
Secretary, Vance Chamberlin, Erie Railroad, 708 Re- 
public Building; Treasurer, Lloyd H. Weber, New 
Equipment Digest, Penton Building. 


Meetings 
On October ninth, Fred F. Censky, of the 


Firestone Tire and Rubber Company and 
Associate Director of Marketing Research 
for the C.E.D. Marketing Committee, pre- 
sented a discussion of the C.E.D. Marketing 
Report, “American Industry Looks Ahead.” 
A number of other chapters have also 
planned to discuss this report at one of their 
meetings. 


Luncheon Discussion Groups 


Throughout the summer and also during 
the fall, a series of luncheon discussion groups 
was conducted with a very substantial in- 
terest on the part of members. These meet- 
ings covered such topics as Market Re- 
search, Sales Research, Advertising Re- 
search, and Marketing Source Data. The 
last topic was discussed in a series of several 
meetings. 


Philadelphia Chapter 


President, Lawrence C. Lockley, E. I. du Pont de 
Nemours & Company, Inc.; Secretary, William F. 
Buehl, McGraw-Hill Publishing Company, Inc., 16 
South Broad Street; Treasurer, Irving W. Wilder, 
Henry Disston & Sons, Inc., Unruh and Milnor Streets. 


Meetings 


In September, Colonel E. J. W. Ragsdale, 
of the Edward G. Budd Manufacturing 
Company, spoke on “Designing for the 
Future” while at the October meeting Con- 
gressman Harold Cooley of North Carolina, 
and John Phillips of California discussed 
“Legislative Plans on Food Distribution.” 
At the November meeting there was a 
round-up of all Philadelphia research men. 
This was a follow-up to the marketing re- 
search round-up meeting held in December 
of 1944. 


Other Activities 


The Chapter has prepared a roster of its 
membership which was distributed at the 
September meeting. Membership is now over 
130, with substantial further growth in sight. 


Pittsburgh Chapter 


President, Arthur L. Rayhawk, Sullivan-Rayhawk, 
Oliver Building; Secretary, Berbard Nichols, Uni- 
versity of Pittsburgh; Treasurer, Arend E. Boer, Uni- 
versity of Pittsburgh. 
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